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to the keeping of accounts for clients’ moneys and 
other matters of professional conduct. The rules 
teferred to are to be made by the Law Society 
subject to the approval of the Master of the 
Rolls. The chief matters to be dealt with in 
these rules are: 
(a) As to the opening and keeping by solicitors 
ah accounts at banks for clients’ moneys ; 
(b) As to the keeping by solicitors of accounts 
containing particulars and information as to 
moneys received, held or paid by them, for 
or on account of their clients ; and 


(c) Empowering the Council to take such 
action as may be necessary to enable them 
to ascertain whether or not the rules are 
being complied with. 

Under the provisions of the Act the High Court 
is empowered to impose penalties up to £500 for 
failure to comply with the rules and any person 
may make a complaint to the disciplinary com- 
mittee in respect of any such failure. Certain 
public officers, county officers, and whole-time 
officers of local authorities are not to be subject 
to the Rules made under (a) and (b). 


An arrangement has been arrived at whereby 
the Stock Exchange Year Book has been amal- 
gamated with the Stock Exchange Official 
Intelligence (familiarly known as “ Burdett ”’). 
A holding company is to be registered which will 
acquire the copyrights of both publications and 
51 per cent. of its capital will be held by the 
Trustees and Managers of the Stock Exchange. 
The remaining 49 per cent. will be held by 
Thomas Skinner & Co. and the profits are to be 
divided equally. The title of the combined book 
will be The Stock Exchange Official Year Book 
and in form it will follow the lines of the present 
Stock Exchange Year Book, but the editorial 
comments will be those of the Stock Exchange 
Official Intelligence, supplemented by additional 
details taken from the Stock Exchange Year Book. 


In another column will be found a 
contributed article on the subject of the Rent 
and Mortgage Interest Restrictions (Amendment) 
Act which will be read with interest. An 
important provision of this Act is contained 
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in sect. 9, which provides for the temporary 
continuance of the mortgage provisions where 
property is de-controlled by the new Act. The 
section enacts that where any mortgage property 
consists of or comprises one or more dwelling 
houses to which the principal Acts will cease to 
apply as from September 29th, 1988, by virtue of 
sect. 1 of the new Act, the principal Acts shall, 
until the expiration of six months next after the 
passing of the Act (viz, July 18th, 1988), have 
effect in relation to the mortgage as if the premises 
had remained controlled and the provisions 
regarding apportionment contained in sect. 12 
of the Act of 1920 will apply. 


In connection with the remarkable fire-raising 
conspiracy case which was brought to a con- 
clusion last month after a hearing lasting for 
33 days, Mr. Justice Humphreys paid a compli- 
ment to the firm of Cook, Mahony & Co., 
Incorporated Accountants, for their assistance in 
the matter. He said they had played an import- 
ant part in the investigation of the fraud. Mr. 
J. A. Cook, with a special staff, investigated the 
accounts of the businesses which were fired, 
and was mainly instrumental in showing how 
these businesses were financed by members of 
the gang and how the spoils were divided. The 
schedules prepared by Mr. Cook and his staff 
were in constant reference by Judge, Jury and 
Counsel throughout the trial. 


In giving judgment in the case of Aldwarke 
Company Limited v. Commissioners of Inland 
Revenue, in an appeal from the decision of the 
Board of Referees with regard to Super Tax on 
undistributed income of the company, Mr. Justice 
Finlay quoted with approval some observations 
of the late Mr. Justice Rowlatt in another case of 
the same character. The words quoted, which 
had reference to sect. 21 of the Finance Act, 1922, 
were as follows: 

Now the Act is certainly of a very sweeping 
character, and it has this very remarkable 
characteristic, that if it is determined that the 
company has not declared a reasonable amount 
of dividends, the whole of the profits become 
treatable as the income of the shareholders, and 

not merely that part which would have been a 

reasonable dividend, the basis of it all bemg 

that the Act does not contemplate it ever being 
said what is a reasonable dividend. That is the 
basis of it, and therefore the whole inquiry is 
„len in the, vaguest, possible shape; in fact, it 


goes very near to taxation at the discretion of 
the Board of Referees. 


The indications are that the company registra- 
tions for the year 1933 will create a record, 
For the first six months of the year the total 
number of companies registered—public and 
private—shows an increase of 547 on the corre- 
sponding period of the preceding year. Whilst 
the number of public companies for the whole of 
1982 was only 255 (of which 108 were registered 
in the first half of the year) there have 
been registered for the first half of 1983 as many 
as 155. Not only does the number show an 
increase but the capital represented by the publie 
companies registered from January to June is 
more than three times as great as the capital 
of the public companies registered for the 
corresponding period of 1932. The large number 
of registrations is doubtless accounted for toa 
certain extent by the release of the embargo on 
new issues which was in force for some time, but 
it has also to be borne in mind that the number 
of new companies registered during 1982 broke all 
previous records. 


Friendly societies are finding that mortality 
rates amongst their members are getting lighter 
but that sickness claims are at the same time 
becoming much heavier. The Actuary of one of 
these societies at a recent meeting said that the 
point had now been reached where convalescence 
was a period which was part of sickness and in 
reality a new benefit had been created without 
any increase in the amount of contributions. In 
order to maintain the solvency of the sickness 
fund it would be necessary for the contributions 
to be increased or the benefits reduced. He 
submitted figures which showed that the benefits 
exceeded the contributions by about one-third, 
and urged the need for the preparation of new 
tables of contributions based on the latest 
experience, and at the same time advocated more 
effective supervision of claims. 


The Committee appointed by the Treasury in 
1931 has made its report on Industrial Assurance, 
and one of the outstanding recommendations i 
that expenses of management of Industrial 
Assurance Companies should be limited to 30 pet 
cent. of the premium income. Any company or 
society expending more than this percentage at 
the date when the suggested new legislation comes 
into force, must produce a scheme estimated to 
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secure an immediate and substantial reduction 
jn the expense rate and an eventual reduction 
within seven years to the proposed limit of 30 

cent. The 30 per cent. is apparently based on 
the fact that the Prudential Assurance Company’s 

nse ratio on Industrial Assurance is now 24 
percent. and that of the Pearl Assurance Company 
$1 per cent. On the other hand, the expense 
ratio of the fire departments of British companies 
as a whole last year averaged as much as 45 per 
eent. of the premiums. Surprise has been ex- 
pressed at the proposal that the expense ratio of 
Industrial Assurance of all companies, regardless 
of the differing circumstances of the individual 
offices, should be fixed at an ultimate maximum 
of 80 per cent. and the Committee’s recom- 
mendations are likely to meet with considerable 
opposition. Another recommendation is that 
there should be a substantial diversion of future 
business from weekly to monthly premium pay- 
ments. 


When the Companies Act, 1929, was passed, 
voluntary liquidations were divided into two 
classes—members’ winding- up and _ creditors’ 
winding-up. It was provided by sect 280 that 
& liquidation could only be carried through 
as amembers’ winding-up if a statutory declara- 
tion was made by a majority of the directors, 
after full inquiry into the affairs of the company, 
that the company would be able to pay its debts 
in full within twelve months, and surprise was 
expressed at the time that no penalty was imposed 
upon the directors in the event of a wrongful 
or reckless declaration having been made. This 
point has now come up for legal decision in the 
case of In re Bodenham d Co., Limited, which 
was tried recently in the Leominster County Court, 
the result being that a compulsory winding-up 
was ordered, and on a misfeasance summons the 
sole director was held liable for damages of £456, 
being the difference between the amount which 
it was calculated the assets would have realised 
under a creditors’ nominee with a committee of 
inspection and the amount realised by the 
liquidator appointed by the members. How this 
difference was arrived at is not very obvious, but 
the case indicates the line which may be adopted 
in assessing damages in cases of this character. 

A question came before Mr. Justice Finlay in the 
King’s Bench Division in the case of the Du Bois 
Company as to the liability of that company 
for Income Tax in respect of income from a 

company known as C. Herbert Torry 

in which the English company held 

all the capital. On behalf of the company it was 
fontended that the words Stocks or Shares 


referred expressly to changes in the aggregate 


under Schedule D must be read in the usual com- 
mercial sense, and did not include the English 
company’s interest in the German undertaking. 
This view was upheld by the Income Tax 


Commissioners, but the Crown appealed and 
Mr. Justice Fin iy reversed the decision of the 
Commissioners. In giving judgment he said he 


had not come to that conclusion without a certain 
amount of doubt, but he thought that the words 
Income from Stocks and Shares was wide 
enough to cover income which the parent company 
acquired from the German undertaking. 


Under the existing financial provisions the 
Dominion Government of Canada lends money 
to Chartered Banks against municipal securities 
at the rate of 3 per cent. per annum, whilst 
the banks, on the other hand, charge muni- 
cipalities for temporary loans at rates varying 
from 5} to 7 per cent. The municipal authorities 
desire an alteration of these arrangements and, 
on behalf of the City Council of Vancouver, 
representations have been made to the Macmillan 
Commission, which is now sitting in that city, 
that a change should be made in the Canadian 
banking system with the object of permitting 
municipalities to obtain temporary loans direct 
from the Dominion Government at the same rate 
of interest as that at which the banks are entitled 
to borrow under the Finance Act. It will be 
interesting to see how matters develop, as under 
the proposal of the municipalities the Dominion 
Government would lose the security of the Banks, 
which is no doubt regarded as important. 


The bankruptcy records of the United States of 
America for the month of July show that the 
failures for that month numbered 1,421 as 
compared with 2,596 in July of last year. The 
liabilities represented by these failures were also 
much lower, being less than one-third of those for 
July 1982. The aggregate failures for the first 
seven months of the year amount to 14,144 
against 20,029 in 1982, with liabilities showing a 
reduction of nearly one-half. 


Last year Sir Josiah Stamp constructed a 
general Index Number of profits indicating the 
changes in the return to capital as a whole since 
1920 and another special Index Number indicating 
the changes in the return for risk-bearing capital 
(i. e., ordinary shares, &.). The figures given 
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amount of profits and not to the rate of return 
upon capital which, in view of the large increase 
in invested capital in recent years, would show a 
much greater fall in the rate of return per unit 
than that indicated by the index. The index, 
which is pivoted upon the year 1924, was worked 
back to 1920 and forward to 1931. It has now 
been continued to 1982, and shows the following 
results: 


— | General Index. | Special Index. 


1920 . 107.0 | 112.0 
1921 . 68.7 57.8 
1922 . 90.4 84.5 
1923 94.1 90.6 
1924 . 100.0 100.0 
1925 . 104.1 109.3 
1926 . 98.3 103.0 
1927 . 106.5 111.4 
1928 . 106.2 110.7 
1929 . 106.8 114.8 
1930 . 94.4* 94.4 
1931 . 84.07 74.3 
1932 | 82.0¢ 71.4* 


* Provisional, subject to early verification. 
+ Very provisional. 


A reference to our July issue of 1982 will show 
that some of the figures then given as provisional 
are now substantially altered when definitely 
ascertained. 


The report of the Census of Palestine taken in 
1931 shows that the population of that country 
since 1922 has increased at the rate of 85} per 
1,000 per annum, which is believed to be a record. 
The Moslem population has increased by 28 per 
cent. and the Jewish population has more than 
doubled. The foregoing figures are particularly 
striking in view of the fact that in the period 
under review the value of the visible imports into 
Palestine was eight times that of the exports. 
It is evident that Palestine depends very con- 
siderably upon the “ invisible contributions of 
value mentioned in the report. 


RESPONSIBILITIES. 


Ir is safe to state that the whole structure 
of industry and commerce to-day rests sub- 
stantially upon the foundation of the principle 
of limited liability, which is almost entirely 
dependent for its strength and success upon the 
confidence of that large and democratic body, 
the investing public. In building up that con- 
fidence in company administration, the auditor has 
played no small part, for the investing public 


AUDITORS’ 


has learned to have great regard for the reports 
and certificates of professional accountants, who 
have carried out their duties with a high standard 
of professional ethics. This confidence, not only 
in administration but also in the value of the 
statutory auditor’s report, has, however, been 
somewhat shaken within the last four or five 
years. It was, therefore, not surprising to find 
as one of the most important subjects on the 
agenda of the Fourth International Congress on 
Accounting that of The Auditor’s Responsibility 
in Relation to Balance Sheets and Profit and Loss 
Accounts, from the British, Continental and 
American points of view.“ 


Dr. Wilhelm Voss was responsible for the 
paper giving the Continental point of view, in 
which he very ably dealt with the present day 
organisation of the profession in Germany, the 
statutory functions of approved auditors in 
Germany, the auditor’s responsibility and the 
application of the German commercial code, 
Colonel Robert H. Montgomery, C.P.A., who 
was President of the Third International Congress 
on Accounting, supplied, as a master of his 
subject, the American point of view, in which 
he clearly detailed the extent of the auditor's 
liability to a client for negligence, the scope of 
employment as affecting that liability, the 
liability of an auditor for negligence to third 
parties, gross negligence amounting to fraud, and 
criminal liability of the auditor. In addition, he 
dealt with that part of the Securities Act, 1983, 
affecting the profession in America. We ar 
much indebted to these two gentlemen for 
giving us these points of view, but it is natural 
that the greatest centre of interest, as far as the 
accountants of these islands are concerned, 
should be in the paper on the British point of 
view, which was ably and courageously presented 
by Mr. Henry Morgan, F.S.A.A. 


After giving a comprehensive and masterly 
historical survey of the statutory requirements 
and legal dicta with regard to the duty of the 
auditor in relation to balance sheets and profit 
and loss accounts of limited liability companies, 
in which he dealt with the well known cases of the 
London and General Bank, Newton v. Birming 
ham Small Arms Company, the City Equitable 
Fire Insurance Company and Rex v. Kylsant and 
Morland, all of which did much to shake the 
confidence of the public in limited liability 
companies, Mr. Morgan’ proceeded to expound 
his views on the proper construction of balanee 
sheets and profit and loss accounts with the 
object of giving adequate disclosure to shat 
holders and defending the company against the 
concealed effects of bad management. 
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The views expressed by Mr. Morgan were 
based mainly upon the recommendations of 
the Special Committee set up by the Society 
of Incorporated Accountants and Auditors in 
November, 1931, of which Committee he was a 
distinguished member. The report, which was 
adopted by the Council of the Society in April, 
1982, made a recommendation that the Govern- 
ment should be asked to appoint a Departmental 
Committee to consider amending legislation with 
regard to the sections of the Companies Act, 
1929, relating to accounts and audit. No 
attempt was made in that report to set out all 
the amendments which the Committee deemed 
necessary, but certain specific suggestions, recom- 
mended to be incorporated in any aniending 
legislation, were stated as follows :— 


(1) That the profit and loss account should 
show the true balance of profit or loss for 
the period covered by such account. 

(2) That in the profit and loss account any 
debits or credits which are abnormal in 
character, or extraneous in their nature 
to the ordinary transactions of the com- 
pany, together with any reserves from a 
previous period no longer required, should 
be stated separately. 

(8) That free reserves should be disclosed’ on 
the face of the balance sheet. The need 
for such disclosure should not extend to 
provisions made for estimated losses or 
expenses not definitely ascertainable at the 
date of making up the company’s accounts, 
but to which losses or expenses it is sound 
and proper to have regard in arriving at 
the profit or loss for the year or other period. 

(4) That where a holding company has invest- 
ments in one or more subsidiary and/or 
sub-subsidiary companies, there should be 
stated on the face of the accounts of the 
holding company the total amount of 
the ascertained profits or losses of such 
subsidiary and/or sub- subsidiary companies 
appertaining to the interest of the holding 
company in such subsidiary and/or sub- 
subsidiary companies, in so far as such 
profits or losses have not been brought 
into account in the profit and loss account 
of the holding company. 


Dealing with such drastic, but fundamental, 
teforms, striking as they do at the root of present 
distrust, Mr. Morgan’s paper stimulated an 
interesting and animated discussion, in which 
Many of the leaders of the profession took part. 
In the main the discussion was directed to the 
Yexed questions of proper publication of profit 
and loss aecounts, the disclosure of the creation 


and utilisation of secret or internal reserves, the 


general duty of the auditor to the shareholders, 


and whether or not legislation amending the 
Companies Act, 1929, was advisable or necessary. 


There was evidence of much confusion of 
thought in the discussion of Mr. Morgan’s paper, 
which Sir James Martin endeavoured to clarify 
by a timely reminder that the majority of the 
shareholders of companies in Great Britain and 
Ireland were not speculators, but bona-fide 
shareholders who were helping industry and 
commerce and whose interests should be ade- 
quately protected. The disclosure of the objeet 
for which a secret reserve is created was also 
confused by many of the speakers with the dis- 
closure of the amount put to reserve, and there 
was also misunderstanding as to the Society’s 
attitude towards further legislation. 

Sect. 123 of the Companies Act, 1929, 8 
that a profit and loss account shall be laid before 
the company in general meeting once at least 
in every calendar year, but the Act fails to define 
such account. It must be remembered that a 
profit and loss account may be either a complete 
statement of profit or loss expenditure and income, 
distinguishing the income between trading and 
non-trading items and separately featuring ab- 
normal transfers to or from that account, or it 
may contain merely an omnibus item on the 
debit side in which all expenses are aggregated 
and on the credit side a similar heading bringing 
into hotch-pot the whole of the income of the 
concern, whether it be trading or non-trading 
in nature, or it may be anything between the two. 
In other words, it may be either an informative 
or an entirely useless and futile document solely 
at the discretion of the directors who are 
the interested accounting parties and who, in 
many cases, often forget that they occupy a 
position similar to that of trustees. 


The Act does not define a balance sheet, but 
it does clearly enact that certain items, which 
had formerly been hidden to the detriment of 
the investing public, should be disclosed. This 
is all that the Society’s recommendation suggests 
with regard to the profit and loss account, and 
therefore it is not necessary to search for a 
definition of the profit and loss account, a process 
in which some of the accountants speaking on 
Mr. Morgan’s paper seemed to apprehend serious 
difficulty. 

An auditor is not required by law to report 
on the profit and loss account, and Mr. Morgan 
in his paper pleads for an amendment in this 
direction. It is quite true, as stated by Mr. 
Charles Reid, C.A., that the balance sheet dis- 
closes the balance of the profit and loss account, 
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but it does not follow, as also stated by him, 
that the inclusion of that balance in the balance 
sheet discloses the true and correct view of the 

pany’s affairs, although the balance sheet 
itself would in effect show the position as dis- 
closed by the books of the company, and may 


be such that some auditors may feel themselves 


free to give a clean report. Speaking on 


this question, Mr. Howitt, F.C.A., said that 


“if the profit and loss account did not show 
earnings it must not be so worded as to convey 


the impression that it did; if it did purport to 
show earnings, extraneous items, if material, 
should either be indicated or shown separately 
as occasion demanded, and, as between different 
accounting periods, revenue should be stated on a 


‘reasonably uniform basis. An auditor who did 


not see that such rules were complied with did 
so at his peril. They might specify, even by 
legislation, that certain items must be shown 
separately, e. g., income tax, depreciation, income 
from investments and income from subsidiaries.” 
He saw no objection to such a procedure, and 
said he would watch with interest the German 


experiment in that direction. 


Mr. Morgan very effectively put the searchlight 


‘upon that skeleton in the cupboard, secret or 


internal reserves, although the discussion revealed 


some divergence of opinion upon the question 


of disclosure. While there is no doubt that in 
the majority of cases the creation of internal 
reserves is effected in the supposed best interests 
of the company, yet they are utilised to an 
alarming extent to cover up and temporarily 
bury the effects of bad management. It can 
be confidently stated that, with very few excep- 
tions, the non-disclosure of the utilisation of 
such reserves is more in the interests of directors 
than in the interests of the shareholders, or the 
company. It is a fact that the manipulation 
of reserves is one of the strongest weapons in 
the hands of inefficient management, and if the 
present depression continues much longer we 
are bound to see the effect of the lo~se accounting 
in this connection. The recommendation of the 
Society, if adopted, would put an end to the 
possibility of any such manipulation. 

The directors are supposed to account to 
the shareholders, but are usually given power 
by the company’s Articles to put such sums to 
reserve as they deem expedient. Why, then, 


should they not account for these reserves? If 


it should be in the interests of the company to 
conceal the object of any reserves, such objection 
to disclosure could be overcome by disclosing 
the amount of the reserves as a general reserve 


‘or reserve for contingencies. Mr. Morgan very 


carefully and clearly drew a distinction in his 
paper between free reserves and provisions,” 
but this did not seem to prevent confusion in 
the minds of one or two of the speakers. 


Mr. H. Fitch Kemp, F.C.A., in ably opening 
the discussion on Mr. Morgan’s paper, questioned 
the advisability of the Society’s recommendation 
as to disclosure of reserves and said: Suppose, 
for instance, that the directors of a manufacturing 
company were confronted with the early termina- 
tion of a trade agreement which had for some 
years been in operation between themselves and 
their competitors, including some foreigners, and 
which. was unlikely to be renewed, and they 
desired out of the profits of a year to set aside a 
substantial sum to secret reserve to strengthen 
the hands of the management to meet the rate 
war with which they might be threatened. The 
disclosure of this appropriation on the face of 
the accounts would involve the risk of precipitat- 
ing the very event which the directors were most 
anxious to avoid, and yet the absence of some 
such secret fighting resource might well endanger 
the very existence of the company.” The 
danger of this procedure is that the principle, or, 
rather, lack of principle, may be equally extended 
to other matters. The procedure outlined by 
Mr. Fitch Kemp appears to be unnecessary, 
because this seems to be a case where the disclosure 
of the reserve, without indicating its object, 
would be likely to have a more restraining effect. 
Such expressions as “ not in the interests of the 
company” or “damaging to the interests of 
the company and their many variations have 
become quite a fetish with some directors, and 
they are generally used by directors in connection 
with something they do not wish to disclose to 
their shareholders, and which, more often than 
not, reflects to the discredit of their own 
management. 

Lord Plender, whose views as the recognised 
head of our profession must always be treated 
with the greatest respect, also took part in the 
discussion, and said that “if directors in the 
honest exercise of their judgment set aside ® 
sum or sums for unmatured but possible com 
tingencies to which the business was subject, 
and which they thought necessary in the best 
interests of the company, few, if any, auditors 
would question the desirability, if not the 
obligation, to see that the profits were stated 
after referring to such provisions having beet 
made. It did not follow, however, that an 


auditor in reporting on the accounts would feel 
it to be his duty to state in his report the actual 
amount so set aside if the directors thought that 
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in the company’s best interests the amount 
should not be disclosed, and they themselves 
refrained from doing so. Nor if such sum (or 
accumulations of such transfers) were included 
in an omnibus item on the debit side of the 
balance sheet, and the fact was clearly stated 
that it was so included, would .an auditor 
necessarily consider it to be his duty to mention 
the amount in his report if the directors, acting 
to the best of their judgment and again in the 
shareholders’ interests, refrained from stating the 
amount. But when profits of a year were 
supplemented or losses lessened or turned into 
apparent profits by transfers from contingency 
‘provisions that were found to be no longer 
required and became, in effect, therefore, free 
reserves—or current revenue charges were debited 
thereto, then it might be said that different 
tonsiderations arose and it would require very 
cogent reasons for the amounts not to be 
disclosed.” 

According to the cases cited by Mr. Morgan, 
it would appear that there is no duty imposed 


upon the auditor to protect directly the interests 


of the shareholders. His duty is clearly to 
place the shareholders in a position to protect 
themselves and he should have this in mind 
constantly when he is preparing his report upon 
the balance sheet. As is well known, the 
auditor’s duty with to limited liability 
companies is defined by sect. 184 (1) of the 
Companies Act, 1929, under which he has to 
make his report to the shareholders on the 
balance sheet. There is no statutory obligation 
placed upon the auditor to report on the profit 
and loss account. In this connection Mr. 
Morgan expressed the opinion that the duties 
of the auditor regarding the profit and loss 
account should be defined as in the case of the 
balance sheet. The auditor is not brought into 
statutory relationship with any persons other 
than the shareholders, but there exist other 
interests which might place reliance on his report 
to the shareholders, which he cannot afford to 
dismiss from his consideration lightly, namely, 
the interests of creditors and of the general 
investing public. 

The professional auditor, in the main, carries 
out his obligation with a high sense of duty 
and the standard of his integrity is generally 
recognised. He is employed by the shareholders, 
although his appointment is usually made at 
the instigation of the directors, and there is 
evidence that this fact has created a — 
among shareholders that he is too ready to 
decept the directors’ viewpoint. A perusal 


n on Mr. m ‘paper’ wil 


show that many of the speakers felt that their 
position as auditors should be strengthened 
vis-a-vis the directors, while others were desirous 
of leaving the position as at present. Mr. F: L. 
Fisher, F.C. A., said he ventured to differ 
‘fundamentally! from Mr. Morgan and his Society, 
and stated that auditors could not be made 
efficient by Act of Parliament. It would be 
difficult to find either in Mr. Morgan’s paper or 
in the recommendations of the Society any 
suggestion that auditors could be made efficient 
by Act of Parliament, and there certainly seems 
to be an inexcusable misunderstanding as to 
what the Society does recommend. 


The Society recognises that, while an auditor 
cannot be made efficient by Act of Parliament, 
there is sufficient evidence available to show that 
an efficient auditor has obstacles placed in his 
way which might, and in some cases do, prevent 
him doing his full duty to the shareholders. It 
does not recommend legislation, but merely asks 
for the appointment of a Departmental Com- 
mittee to explore, in the light of events which 
have transpired since the conclusions of the 
Greene Committee were arrived at, as to whether 
or not amending legislation is required. Sir 
James Martin in his speech on Mr. Morgan’s 
paper made this quite clear, and stated that if a 
case was made out for further inquiry into the 
administration of companies, the duties of 
auditors and any analagous questions, they, as 
members of the profession, should welcome 
the opportunity of showing the faith that was in 
them and the manner in which they had dis- 
charged their duties. 


Mr. Thomas Keens, F.S.A.A., pleaded with 
much enthusiasm for legislation which would 
place the smaller man in a position of inde- 
pendence which, in his opinion, the situation 
required. In this connection he said “it was 
utterly impossible, in the present state of the 
profession in this country in spite of everything 
they believed of the standing of their colleagues 
and the independence which they manifested— 
for the smaller man who was not in the position 
of unquestioned superiority and eminence occu- 
pied by the larger firms, to take the attitude of 


extreme independence which the situation. re- 


quired unless he was backed up by Act of 
Parliament.” In this Mr. Keens was supported 
by Mr. L. J. Davey, who emphasised that he 
was speaking as a younger member of the 


profession. 


The pressure which is brought to bear upon 
the auditors by directors is notorious. Weighty 
evidence was given on this subject before the 
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Greene Committee, and Mr. Burgess, the Senior 
Official Receiver, stated that some auditors 
are rather more easily satisfied than others.” 
The auditor must, of course have regard to the 
wishes of the directors, and it should not be 
forgotten that the accounts upon which he is 
reporting are the directors’ accounts, but he must 
not allow their persuasive powers to deflect him 
from what he knows to be his course of duty in 
reporting on those accounts to shareholders. 
That there are differences in the individual 
standard of auditors, whether they be members 
of the same Institute or Society or not, is well 
known. It seems therefore, that there is still 
much work to be done by the profession as a 
whole, and legislation, although it may be found 
to be necessary, is not the complete answer to 
the situation. 


Evidence was given before the Greene Com- 
mittee showing that auditors very often lost 
their jobs by insisting upon carrying out what 
they considered to be their duty by reason of 
the fact that other auditors were waiting for 
the position who were ready and willing to 
meet the directors’ wishes. This ought not to 
be so. If an auditor does his duty fearlessly he 
should be protected by the profession, for he is 
of great value to that profession, and other 
members should be precluded from accepting an 
audit under such conditions. It is true that 
the matter is finally in the hands of the share- 
holders, but the auditor has generally to consider 
his prestige and may -not have sufficient funds 
to deal with the situation, while the directors are 
usually left to proceed unperturbed, very rarely 
giving the true reason to shareholders for the 
change of auditor. If an auditor fails in his 
duty and that failure is discovered, he is very 
summarily dealt with by the disciplinary com- 
mittee of the body of which he is a member, but 
we hope that means may be devised for giving 
more support to the conscientious auditor who 
does his job thoroughly without regard to his 
personal interests. 


Speaking of the discussion on Mr. Morgan’s 
paper, the chairman of the session, Mr. H. L. H. 
Hill, F.C.A., President of the Institute of Char- 
tered Accountants in England and Wales, said 
that what had impressed him more than anything 
else was the fact of their unanimity in ideals 
and objectives, before which the importance of 
agreement as to methods of attaining them sank 
into insignificance. Although we are unable to 
concur in Mr. Hill’s conclusion, we do not despair 
of a wider measure of agreement upon further 
consideration of the whole matter. 


—= 


THE NEW RENT AND MORTGAGE 
INTEREST RESTRICTIONS ACT, 


[ConTRIBUTED.] 

For the purposes of the Rent and Mortgage Interest 
Restrictions (Amendment) Act, 1933, the Government 
have adopted the division of controlled houses 
into the classes made by the Committee appointed 
to review the entire system of rent restriction, each 
class being dealt with differently. These classes are 
known as A, B and C, although not so termed in 
the Act. 

At the outset it may be useful to note that a 
dwelling house for the purposes of the Acts includes 
any part of a house let or sub-let as a separate 
dwelling, and applies to any house or part of a house 
where part of the premises is used as a shop, or 
office, or for business, trade or professional purposes, 
The term “appointed day” used in relation to 
yearly values means, for London, April 6th, 1931; 
for the remainder of England, April Ist, 1931, and 
for Scotland, May 16th, 1931. The restrictions in 
regard to all houses will expire on June 24th, 19388—in 
Scotland on May 28th, 1938. The limits of yearly 
values for control purposes prior to the passing of 
the 1988 Act were for London £105, Scotland £90, 
and elsewhere £78. 


Class A.—This class comprises houses with a rate- 
able value or recoverable rent on the appointed 
day of : 

(1) over £45 in the Metropolitan Police District 

or the City of London ; 
(2) over £45 in Scotland ; 
(3) over £35 elsewhere. 

These houses are decontrolled by the 1933 Act as 
follows: The landlord can give the tenant one 
month’s notice in writing, either before or after 
September 29th, 1933, but no notice can take effect 
before that date. Until such notice is given, the 
tenant will remain in possession on the same terms 
as before the passing of the Act, and therefore, if 
both landlord and tenant are content, no action is 
required. The notice must be in writing and may 
be either a notice to give up possession or to the effect 
that a new agreement of tenancy must be entered 
into. If no agreement is come to before the date of 
expiration of the notice, any new terms given in 
writing by the landlord will be deemed to apply 
after that date if the tenant retains possession always 
providing that the landlord has accompanied his offer 
by a written statement to that effect. If, however, the 
tenant has under sect. 5 of the Landlord and Tenant 
Act, 1927, served a notice on the landlord requiring a 
new lease, or the landlord has under sect. 2 or 4 of that 
Act served on the tenant notice that he is willing 
and able to grant a renewal of the tenancy, the last 
mentioned provision of the 1983 Act will not apply, 
That Act specifically provides that the Landlord and 
Tenant Act, 1927, shall apply to Class A houses, 
as if the premises had been held under a lease 48 
defined in that Act—terminated by the sta 
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notice under the 1933 Act. The 1927 Aet provides 
for compensation for improvements or goodwill 
under certain circumstances. Acceptance by the 
Jandlord of any rent or mesne profits, after the expira- 
tion date of the month’s notice under the 1933 Act, 
will not affect the validity of the notice. 

Class B.—Control does not apply to any house 
puilt after April 2nd, 1919. The 1933 Act keeps 
in control, and restricts both as regards rent and 
mortgage interest, houses of which either the re- 
coverable rent or the rateable value, on the appointed 
day, did not exceed £45 in London and in Scotland, 
and £85 elsewhere. Houses between the yearly 
values of Class C houses and the above figures 
are known as Class B houses, and the controlling 

i remain as under the present law— 
that is, decontrol follows on change of 
with landlord in actual possession. The death of 
a sitting tenant does not secure this, as a member of 
his or her family can continue lawful possession. 
But the new Act provides that such a succeeding 
tenant must have resided with the tenant for at least 
six months before the tenant’s death. 

Class C.—The 1933 Act gives control to houses of a 
rateable value on the appointed day not in excess of 

(1) in the Metropolitan Police District or the 

City of London, 420; 

(2) in Scotland, £26 5s. ; 

(8) elsewhere, £13. 
This means that, whether the tenancy is broken or 
not, the house remains a controlled house and is 
restricted as to rent and mortgage interest. Houses 
of similar yearly values that have become decon- 
trolled before July 18th, 1933, will revert back 
to control unless the landlord before October 18th, 
1983, registers the houses in this category with 
the relevant Council. Councils will supply applica- 
tion forms. 

Right of Possession.—Possession of a controlled 
house cannot be obtained, except as explained under 
Class B heading, without recourse to the County 
Court. The new Act alters the possession procedure, 
as now the landlord is not required to give a reason 
why the house is required—that is, as regards the 
alternative accommodation provisions—but the Court 
must be satisfied that it is reasonable to give 
possession, that there is suitable alternative accom- 
modation, and that such is or will be available when 
the Order takes effect. The Act defines suitable 
accommodation as a housing scheme house, a 
controlled house, or premises let as a separate 
dwelling reasonably equivalent in security of tenure 
to a controlled house. Accommodation must be, 
in the opinion of the Court, reasonably suitable to 
the needs of the tenant and his family as regards 

proximity to his place of work, and either similar as 


regards rental and extent to the houses provided by 


housing authorities in the neighbourhood to persons 
of similar needs, or otherwise reasonably suitable 
fe the, meene andl needs of the tenant and his family 
. 

Possession’ without proof of alternatives ectom- 


(most of them re-enacted from former Acts), but all 
subject to the discretion of the Court. If the landlord 
reasonably requires the house for occupation as a 
residence for himself, for any son or daughter over 
18 years, or for his father or mother, possession may 
be obtained, but the Court must not give possession 
if it is satisfied that, having regard to all the circum- 
stances of the case, including the question of whether 
suitable accommodation is available for the landlord 
or the tenant, greater hardship would be caused by 
granting possession than by withholding it. This 
provision does not apply if the house was purchased 
after July 11th, 1931. 

Other Points.—Where mortgages are taken out 
of control by the new Act—Class A houses 
the removal of restrictions will not apply until 
January 18th, 1934. If an Order for possession is 
made through non-payment of rent due, the house 
will remain under control, although possession may 
be given to the landlord. 

The 1933 Act gives power to the Court, where it 
considers reasonable, to give possession to a landlord 
without recourse to the possession rights explained 
above, where the tenant has charged, after July 18th, 
1938, a sub- letting rent in excess of the rent appor- 
tioned to that part. If there is an official apportion- 
ment of a sub-let rent, and the tenant charges above 
the rent apportioned, he is also liable on conviction 
to a fine not exceeding £100. 

The tenant is now called upon to give the landlord, 
in writing, particulars of any sub-letting, occupancy, 
and rent charged. Failure to do so is an offence 
with liability to a fine not exceeding £10. If the 
sub-letting took place before July 18th, 1933, notice 
must be given before October 18th, 1933; if after 
July 18th, within fourteen days. Permitted increases 
in rent remain as in former Acts, but the provision 
allowing an increase of 8 per cent. per annum on 
amount expended on any structural improvement 
or alteration (if undertaken before July, 1920, 6 per 
cent.) has been amplified by the inclusion of fittings 
and fixtures in this term; but the 8 per cent. per- 
mitted increase will not apply to any improvement 
or alteration unless the tenant has given his written 
consent to the improvement and the cost. 

With regard to the 25 per cent. allowed for repairs 
and 15 per cent. other increase, a tenant may with- 
hold the increased 40 per cent. if the house is in a 
state of disrepair, and a certificate from a sanitary 
authority to that effect would be sufficient evidence 
of his right to do so, if sued by his landlord. The 
1983 Act provides that if the sanitary authority: has 
certified the house as not in a reasonable state of 
repair, including action under the 1930 Housing 
Act, the authority must supply the tenant with a 
copy of the Certificate. A fee of Is. is charged, but 
this can be deducted from any subsequent rent paid. 
If a landlord obtains possession of a house by false 
representations under certain of the. provisions, he 
may be called upon to pay compensation to the 
tenant for damage or loss sustained, and the house 
may be brought back into control. Councils are 
empowered to publish information for the assistance 


— can be obtained under various heads of landlords and tenants regarding the Acts. 
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2 of Incorporated Atrountants 
and Auditors. 


: ‘COUNCIL MEETING.” 

A meeting of the Council of the Society was held at 
Incorporated Accountants’ Hall on August Ist, when there. 
were present :—Mr. E. Cassleton Elliott (President), Mr 
R. Wilson Bartlett (Vice-President), Mr. W. Norman 
Bubb, Mr. R. M. Branson, Mr. W. Allison Davies, Mr. 
Frederick ‘Holliday, Mr. Walter Holman, Mr. Thomas 
Keens, Mr. Ernest T. Kerr, Mr. Edmund Lund, Mr. 
Henry Morgan, Mr. C. Hewetson Nelson, Mr. James 
Paterson, Mr. W. H. Payne, Mr. William Paynter, Mr. 
A E. Piggott, Mr. J. Stewart Seggie, Mr. Percy Toothill, 
Mr. Frederic Walmsley, Mr. R. T. Warwick, Mr. E. W. C. 
Whittaker, Mr. Richard A. Witty, Mr. Fred Woolley, 
Mr. ‘A. A. Garrett yer ng Mr. J. R. W. Alexander 
(Standing Counsel), and Mr: E. E. Edwards (Parlia- 
mentary Secretary). 

Apologies for non-attendance were received from : 
Mr. D. E. Campbell, Mr. Arthur Collins, Sir James Martin, 
and Mr. Alan Standing. 


COMMITTEES. 
CHE wad ‘repteted that the following appointments had 
pee tpg ins Aine eg prone tata sr eA 


2 
Finance and General Pur- 
poses Committee . . . Chairman: Mr. C. Hewet- 
: son Nelson; Vice-Chair- 
man: Mr. Walter Hol- 
man. 8 5 


wif fle ot 


Examination and Member- 
i een 
gan; Vice - Char r 
Mr. Richard A. Wit -: 
Chairman: Mr Thomas 
Keens. 0 


Chairman: Mr. E. W. C. 
ao. 


Chairman : Mr. C. Hewet- 
son Nelson. 5 ; 


Chairman: Mr. E. Cassle- 
ton Eliott. 
Deatus. 

The Secretary reported the deaths of the following 
members: John Baird (Associate), Glasgow; Walter 
Mark Dawson (Associate), Grimsby; Thomas William 
Deane (Associate), Timperley ; Stanley Gibson (Associate), 
Dingley; Arthur Henry . Hales (Fellow), Chertsey, 
Surrey; Alfred Eli Hawker (Associate), Sheffield ; 
William Holding (Associate), London; Hereward Keith 
Martin (Associate), London ; Arthur Amos Perkins 
(Associate), Southampton. 

INTERNATIONAL. eren 1988. 

Mur. Henry Morgan, Vice-Chairman of the Executive 
Committée made a formal report to the Council on the 
proceedings at the Congress. 


The Council adopted the following e 
“ That the best thanks of the Council of the 
be accordéd to: The President (the Right Hon: Lord 
Plender, G.B.E., LL.D.) and the Vice-President (Sir 
James Martin, M.B.E.) for their valuable services in 
connection with the International Congress on Account- 
ihg; to the Chairman (Mr. H. L. H. Hill) and the 
Vice-Chairman (Mr. Henry Morgan) and Members of 
the Executive Committee of the Congress for the 
arrangements made; to the Secretary (The Hon. 
George Colville) and the Assistant Secretaries (Mr. R. W. 
Bankes and Mr. A. A. Garrett) for their work in organis- 


ing the Congress.” 


SOLICITORS ACT, 1933. 


An Act to amend the law relating to solicitors by 
providing ſor the making and enforcement of rules as 
to the keeping of accounts for clients’ moneys and other 
matters of professional conduct. 


Counc. or Law Sociery ro MAKE RULEs as To 8 
CERTAIN MATTERS. 
1. The Council of the Law Society shall make rules— 
(a) as to the opening and keeping by solicitors of 
accounts at banks for clients’ moneys; and 
(b) as to the keeping by solicitors: of accounts con- 
taining particulars and information as to moneys 
received, held or paid by them, for or on aceount 
of their clients; and 
(c) empowering the Council to take such action as 
may be necessary to enable them to ascertain 
whether or hot the rules are being complied with; 
and may, if they see fit; make rules ‘for regulating in 
respect of any other matter the professional practice, 
conduct, and discipline of solicitors : 
Provided that rules made under this section shall not 
come into operation until they have been approved by 
the Master of the Rolls. 


CONSEQUENCES OF Falun To Cour with RvuLEs. 

2.—({1) If a solicitor fails to comply with any of the 
rules made under the preceding section, any person may 
make a complaint in respect of that failure to the 
disciplinary committee. 

(2) The provisions of Part 1 of the Solicitors Act, 
1982, shall apply in relation to complaints under this 
section as they apply in relation to applications to the 
committee under the said Part I: 

Provided that in addition to the powers conferred 
on the committee by subsection (2) of section five of the 
said Act the committee and, upon appeal, the High 
Court shall have power to impose on the solicitor a 
penalty not exceeding five hundred pounds, and any 
penalty so imposed shall be forfeit to His Majesty. 


Discretion oF REGIsTRAR TO REFUSE PRACTISING 
CERTIFICATE IN CERTAIN CASES. 

8. Section thirty-eight of the Solicitors Act, 1932, 
(which gives a discretion to the Registrar of Solicitors to 
refuse to issue certificates in special cases) shall, in addition 
to the cases mentioned therein, apply to the case where 
a solicitor applies for a certificate to practise without 
having paid any penalty imposed upon him under the 
last preceding section, or any costs ordered to be paid by 
him under that section or under Part. I of the Solicitors 
Act, 1932. 
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SavinG For CERTAIN Pune OFFICERS. 
4—({1) In the case of a solicitor employed as a 
officer, rules made under paragraph (a) or para- 
graph (b) of section one of this Act shall not apply to him 
so far as regards moneys received, held, or paid by him in 
the course of his employment as such public officer. 

(2) In this section the expression “* public officer ”” 
means an officer whose remuneration is defrayed out of— 

(a) moneys provided by Parliament; or 

(b) the revenues of the Duchy of Cornwall or the 

Duchy of Lancaster; or 

le) the common fund of the Ecclesiastical Commis- 

sioners; or 

(d) the general fund of Queen Anne’s Bounty; or 

(e) the fund of the Electricity Commissioners; or 

(f) the Forestry Fund; or 

(g) the Development Fund; or 

(h) any other revenues or fund for the time being 

prescribed by the Treasury. 

Savinc ror Certain County OFFricers. 
_5—({1) Rules made under paragraph (a) or paragraph 
(b) of section one of this Act shall not apply to a solicitor 
who holds an office to which this section applies and 
who * not engage in private practice as a solicitor, 
in the case of a solicitor who holds such an office 
and who engages in private practice as a solicitor, such 
tules shall not apply to him except so far as regards 
moneys received, held, or paid by him in the course of 
such private practice. 

(2) The offices to which this section applies are the 
offices of clerk of the peace of a county, deputy clerk of 
the peace of a county, clerk of a county council, deputy 
derk of a county council, clerk to the visiting com- 
mittee of a mental hospital, and clerk of the lieutenancy, 
and any other office connected with the administration 
of the county to which a person has, whilst holding any 
of the offices above mentioned, been appointed by the 
court of quarter sessions or the county council or a joint 
committee of the court of quarter sessions and the county 
council, or a committee of either of them. 


Savic ror CerTaIn Orricers oF Local. AUTHORITIES 
AND OF StaTuTORY UNDERTAKERS. 

6.—({1) Rules made under paragraph (a) or paragraph 
of section one of this Act shall not apply to any 
solicitor who is in whole-time employment as an officer of 
a local authority or of statutory undertakers and does 
not engage in private practice as a solicitor. 

(2) In this section— 

the expression local authority means any body 

having power to levy a rate, as defined for the 
purposes of the Rating and Valuation Act, 1925, 
or to issue a precept to a rating authority; and 

the expression “statutory undertakers” means 
any person authorised by or under an Act of 
Parliament, or an order having the force of an 
Act of Parliament, to construct, work, or carry 
on any railway, canal, inland navigation, dock, 

harbour, tramway, gas, electricity, water, or other 
public undertaking. 

Savio ror Souicrror ro THe Crry or Lonpon. 

“1. Thin Act shall not apply to the Solicitor of the 
City of ee ef pay a's 

RELIEF qo: Bawns. 

BQ:(1) Gubject to the provisions of — 
bank shall, in connection with any transaction on any 
account of any solicitor kept with it or with any other 
bank (other than an account kept n 


1 


i he 


for a specified beneficiary) incur any liability or be under 
any obligation to make any inquiry or be deemed to 
have any knowledge of any right of any person to any 
money paid or credited to any such account which it 
would not incur or be under or be deemed to have in the 
case of an account kept by a person entitled absolutely 
to all the money paid or credited to it: 

Provided that nothing in this subsection shall relieve a 
bank from any liability or obligation under which it 
would be apart from this Act. 

(2) Notwithstanding anything in the preceding sub- 
section, a bank at which a solicitor keeps an account for 
clients’ moneys shall not, in respect of any liability of the 
solicitor to the bank, not being a liability in connection 
with that account, have or obtain any recourse or right, 
whether by way of set off, counter claim, charge, or 
otherwise, against moneys standing to the credit of that 
account: 

Provided that nothing in this subsection shall deprive 
a bank of any right existing at the time when the first 
rules made under this Act come into operation. 


Suort Trrix, Construction, COMMENCEMENT 
AND EXTENT. 

9.—(1) This Act may be cited as the Solicitors Act, 
1933. 

(2) The Solicitors Act, 1932, and this Act shall be 
construed together as one Act and may be cited together 
as the Solicitors Acts, 1932 and 1933. 

(3) This Act shall come into operation on the first 
day of January, nineteen hundred and thirty-four. 

(4) This Act shall not extend to Scotland or to 
Northern Ireland. 

SDS 
QUESTIONS IN PARLIAMENT. 


Income Tax Appeals. 

On July 27th Mr. Porrer asked the Chancellor of the 
Exchequer whether, having regard to those cases where 
hardship is suffered by Income Tax payers by reason of 
appeals by the Crown against decisions of Income Tax 
Commissioners and of Courts of First Instance in relation 
to the assessment of the earnings of such Income Tax 
payers under Schedule D, he will introduce legislation 
whereby the taxpayers involved in such legal proceedings 
shall be reimbursed by the State, all the proper legal 
charges incurred by them in respect of such appeals ? 


Mr. Hore-Betissa: My Right Hon. Friend does not 
consider it advisable to propose any modification of the 
existing statutory provisions in this matter. As my Hon. 
Friend is aware, the Board of Inland Revenue are prepared, 
in suitable cases, in which appeals to the Courts are pend- 
ing o., novel and doubtful questions of general applica- 
tion, to consider proposals that the Crown should, in any 
event, bear the costs of both sides ; but I can see no ground 
for imposing on public funds the burden of the costs in 
every case in which the Crown appeals against an adverse 
nnn . 4100 
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The School of Accountancy has removed its 
for England and Wales to Bush House, London, W. C2, 
and in-its new headquarters the ‘School has installed a 
highly efficient organisation, which, must prove of oat 
advantage to its many 9 re 
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Sooxiety of Interporated Attountants 
— and Auditors. 


— 


SOUTH. AFRICAN EXAMINATION RESULTS. 

N . a May, 1933. d 

Final. 
Order of. Merit. 

WotTs, * Clerk to A. E. Hurley (Deloitte, 
Piender, Griffiths, Annan & Co.), 17-18, 0 — 
Exchange Building, Smith Street, Durban. ‘ourth 
Certificate. of Merit, bracketed.) 

Roop, Leon Maunrrz, Clerk to E. R. Syfret & Co., 
corner of Burg and Wale Streets, Cape Town. 
_, (Seventh . Certificate of Merit, bracketed.) 


Alphabetical Order. 

Banclav, Henry Grorce, Clerk to F. J. Thresher 
(Deane. & Thresher), S.A. Mutual Buildings, Hoffman 
Square, Bloemfontein. 

Brown,- Hersert Jonx Law, Clerk to E. Clothier (E. 
Clothier and Thornton-Dibb), 5, Royal Exchange 
Buildings, Smith Street, Durban. 

Carisson-SmiTH, STANLEY WILFRED, Clerk to R. Steyn 

James Stewart & Steyn), 14-18, United Buildings, 
33, Rissik Street, Johannesburg. 

Causes, Georrrey WALTER Askrox, Clerk to C. S. 

Netherlands Bank Buildings, Oxford Street, 


DEMPSTER, ‘George 

Son & Crosoer, Od Well Court, 376, 
Smith Street, Durban. 

DoudLAs, RIcnAnͤDU WILIA FREDERICK, Clerk to J. E. P. 
Close & Co., Colonial Mutual Buildings, 106, Adderley 
Street, Cape Town. 

Epsmunps, Guy Harry RoBERT (Howard, Pim & Hardy), 
P.O. Box 338, Kimberley, Practising Accountant. 
Férses, Lesure Wim, Clerk to S. C. Carruthers 
(Carruthers, Tucker & Higgerty), 29, Calcutta House, 

Loveday Street, Johannesburg. 

HerBeRrt, Freperick, Clerk to G. E. L. Horne (Compton 
& Horne), 374, Smith Street, Durban. 

MACKINNON, Frxtay Patrick, formerly Clerk to George 
Mackeurtan, Son & Crosber, Old Well Court, 376, 

Smith Street, Durban. 
Octivre, Col Gorpon, Clerk to H. P. Webber (Gold 
Panchaud & Webber), Beresford House, 86, 
Street, Johannesburg. 
SanpieR, Kaur, B. A., Clerk to Kenneth White & Co., 
Court Chambers, Keerom Street, Cape Town. 

SmMETHERHAM,. JOHN. Francis, Clerk to R. E. Garwood 
Price, Waterhouse, Peat & Co.), 10-14, Standard Bank 
Chambers, Commissioner Street, eng 

Swan, Jack ALEXANDER, Clerk to O. W. Compton 
(Compton & Horne), 374, Smith Street, Durban. 

SuTHERLAND, Faux Wim, Clerk to J. H. Elwes 
Wilson (G. K. Tucker & Wilson), 42, Calcutta House, 
Loveday Street, Johannesburg. 

Taytor, Ropert Toomas Cavin, Clerk to S. R. Barnes, 
Somerset House, V Street, Pretoria. 

TurRNER, ALEXANDER Rosl, Clerk to He 
Anderson & Co., Yorkshire House, corner of 
and Marshall Streets, Johannesburg. 

Waker, James Sampson, Clerk to R. A. H. Palmer, 
53, Permanent Buildings, Harrison Street, Johannes- 


Davipson, ALLAN B.Com., Clerk to 
Mackeurtan, 


Younc, SypNEY WittiamM WAYLAND, Clerk to 1 
Lawrie & Sinclair, North British Buildings, Simmonds 
Street, Johannesburg. 

(22 Candidates failed to satisfy the Examiners.) 
Intermediate. 
Order of Merit. 

Pm Na ay MarceL Henri, Clerk to F. J, 
Thresher (Deane & Thresher), S.A. Mutual Buildings, 
Hoffman Square, Bloemfontein. (Second Place 
Certificate and Prize, bracketed.) 


Alphabetical Order. 

CowetL, Luxe, Clerk to A. S. Hooper (Deloitte, Plender, 
Griffiths, Annan & Co.), Norwich Union Buildings, 
St. George s Street, Cape Town. 

DorRINGTON, JOHN NEvILLE, Clerk to K. W. Johnston 
(E. R. Syfret & Co.), corner of Burg and Wale Streets, 
Cape Town. 

Horwitz, SAMUEL, Clerk to Levy & Co., 106, Adderley 
Street, Cape Town. 

Kay, DonaLp ys Clerk to F. B. Gibbins (Price, 
Waterhouse, Peat & Co.), 10/14, Standard Bank 
Chambers, J 

8 —— — Clerk to B. Taylor 
(McKechnie Taylor), 11-16, Relde Buildings 
Main Street, Johannesburg. * 

Murray, WIILIAd Arup, Clerk to G. E. L. Horne 
(Compton & Horne), 374, Smith Street, Durban. 

Ropertson, Ancus Srnuax, Clerk to A. D. 
(Douglas, Low & Co.), North British 
Commissioner Street, Johannesburg. 

Rusu, Maurice Warcorr, Clerk to F. C. McConnell 
(Deloitte, Plender, Griffiths, Annan & Co.), 201, 
Consolidated Building, Johannesburg. 

Watiace, Rosert Epwarp, Clerk to J. D. A. S. Low 
(Douglas, Low & Co.), North British Buildings, 

Commissioner „Johannesburg. 
(18 Candidates failed to satisfy the Examiners.) 

Jackson, JosePH Dunzxx, 49, Doris Street, Kensington, 

Johannesburg. 


VeNN, Ottver CLaupe, Dalebrook Farm, P.O. Sandown, 
Johannesburg. 


(2 Candidates failed to satisfy the Examiners.) 


Professional Appointment. 


Mr. W. E. Wall, F.S.A.A., has been appointed Chief 
Inspector of the National Insurance Audit Department. 
Mr. Wall was originally appointed an Inspector of Audit 
at Birmingham when the Department was constituted by 
Act of Parliament. 


r —— 
Incorporated Accountants’ Golfing Society. 
The Autumn Meeting of the Society will be held at 


. Coombe Hill Golf Club, Kingston, Surrey, on Thursday, 


September 28th. 

A Medal Competition will take place in the morning, 
and four ball matches will be arranged in the afternoon. 
A prize will be awarded to the member with the best 
aggregate score for the Spring, Summer ond Autumn 
Meetings held this year. 

I is hoped there willbe a large attendance of members 
and ‘guests.. — 
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International Congress on Accounting. 


The following is a continuation from our last issue 
of the record of the proceedings at the International 

on Accounting held in London from 
July 17th to July 21st, and of the visits to Scotland 
and Ireland which fe llowed. 


On Wednesday, July 19th, a Paper was read on 
CAPITALIST COMBINATIONS 
IN INDUSTRY IN THE LIGHT OF 
PRESENT-DAY NEEDS. 


BY 
Mr. C. HEWETSON NELSON, F.S.A.A., 
Liverpool. 


The chair was occupied by Mr. T. H. Hucues 
resident of the Corporation of Accountants). 

Mr. Hewetson NELSON said: 

1. It is well, in times like the present, to recall 
that our predecessors faced as intense a depression, 
and difficulties relatively as great, as those which 
confront the nations of the world to-day. 


A CEenTuRY’s PROGRESS. 
“ The present moment is one of great distress,” 
wrote the Edinburgh Review in 1830, but how 
small will that distress appear when we think 
over the history of the last forty years: a war, 
compared with which all other wars sink into 
insignificance ; taxation, such as the most heavily 
taxed people of former times could not have 
conceived ; a debt larger than all the public debts 
PP 
the food of the people studiously rendered dear; 
the currency imprudently debased, and impru- 
dently restored. Yet is the country poorer 
in 1790? We fully believe that, in spite o 


may recede, but the tide is evidently coming in. 

“If we were to prophesy that in the year 1930 
& population of fifty millions, better fed, clad and 
lodged than the English of our time, will cover 
these islands—that Sussex and Huntingdonshire 
will be wealthier than the wealthiest parts of the 
West Riding of Yorkshire now are—that cultiva- 
tion, rich as that of a flower-garden, will be carried 
up to the very tops of Ben Nevis and Helvellyn— 
that machines, constructed on principles yet 
undiscovered, will be in every house—that there 
will be no highways but rail-roads, no travelling 
but by steam—that our debt, vast as it seems to 
us, will appear to our great-grandchildren a trifling 
encumbrance, which might easily be paid off in a 


year or two—many people would think us insane 
We prophesy nothing; but this we say—if any 
person had told the Parliament which met in 
perplexity and terror after the crash in 1720, that 


in 1880 the wealth of England would surpass all 
their wildest dreams—that the annual revenue 


would equal the principal of that debt which they 


‘considered as an intolerable burden—that for one 


man of £10,000 then living, there would be five 
men of £50,000 ; that London would be twice as 
large and twice as populous, and that nevertheless 
the mortality would have diminished to one-half 
what it then was—that the Post Office would 
bring more into the exchequer than the excise and 
customs had brought in together under Charles II— 
that stage-coaches would run from London to 
York in twenty-four hours—that men would sail 
without wind, and would be beginning to ride 
without horses—our ancestors would have given 
as much credit to the prediction as they gave to 
Gulliver’s Travels. Yet, the prediction would 
have been true; and they would have perceived 
that it was not altogether absurd, if they had 
considered that the country was then raising 
every year a sum which would have purchased 
the fee-simple of the revenue of the Plantagenets— 
ten times what supported the Government of 
Elizabeth—three times what, in the time of Oliver 
Cromwell, had been thought intolerably oppressive. 
To almost all men the state of things under which 
they have been used to live seems to be the neces- 
sary state of things. We have heard it said that 
five per cent. is the natural interest of money, 
that twelve is the natural number of a jury, that 
forty shillings is the natural qualification of a 
county voter. Hence it is that, though, in every 
age, everybody knows that up to his own time 
progressive improvement has been taking place, 
nobody seems to reckon on any improvement 
during the next generation. We cannot absolutely 
prove that those are in error who tell us that society 
has reached a turning point—that we have seen 
our best days. But so said all who came before us, 
and with just as much apparent reason. A 
million a-year will beggar us,’ said the patriots of 
1640. ‘ Two millions a-year will grind the country 
to powder,’ was the cry of 1660. Six millions 


a- year and a debt of fifty millions,“ exclaimed 


Swift, the high allies have been the ruin of us.“ 
A hundred and forty millions of debt’ said 
Junius, well may we say that we owe Lord 


Chatham more than we shall ever pay, if we owe 


him such a load as this.“ Two hundred and 
forty millions of debt! cried all the statesmen of 
1783 in chorus—‘ what abilities or what economy 
on the part of a minister can save a country so 
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the misgovernment of her rulers, she has been - 
almost constantly becoming richer and richer. i 
Now and then there has been a stoppage, now and 
then a short retrogression, but as to the general a 
tendency there can be no doubt. A single breaker 
. 
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We know that if, since 1783, no 
fresh debt had been incurred, the increased re- 


sources of the country would have enabled us to 


defray that burden at which Pitt, Fox and Burke 


we have actually borne. On what principle is 
it, then, when we see nothing but improvement 
behind us, we are to expect nothing but deteriora- 
tion before us? 


2. Time has amply justified the Edinburgh Review. 
Despite present anxieties, we look back on a century 
marked by great social and material progress. Con- 
currently there has been a rapid growth of large 
scale enterprise and capitalist combinations in 
industry, commerce and finance. 

In facing the task before me, therefore, I start 
with the assumption that capitalist combinations are 
a genuine attempt to improve the trade of the world, 
to provide the reasonable reward of capital, of 
enterprise, and of labour, and to improve the general 
welfare of the people. 


3. While endeavouring to face the problem squarely, 
we must not forget that it is one of those questions 
in which the short view may well prove a wrong view. 
To quote a single illustration, we have consistently 
heard of the dangers of centralisation, and have 
noted, with some measure of relief, that more recently 
the principle of decentralisation has begun to operate 
in several important mergers. The explanation is 
not necessarily the obvious one, namely, that the 
dead hand of centralisation” has proved a failure. 
Rather the position has been that, with a view to 
investigating thoroughly the practices of many 
departments or works, centralisation as a temporary 
expedient was necessary, in order, at a later stage, 
to apply the principle of decentralisation as the 
permanent policy. Even then exceptions are neces- 
sary, as very naturally the accounting must be 
largely centralised. 


4. Still speaking in general terms, I am not uncon- 
scious of the fact that the law of diminishing returns 
applies to other worlds than that of agriculture, and 
that a capitalistic combination may become so 
top-heavy that the additional dose of organisation, 
or new capital, fails to produce adequate profits. 
It is a question of discrimination, and of very delicate 
discrimination, to determine the psychological moment 
at which to stop. And having determined it, where 
is the executive which has the courage to stop? 
It is so much easier to let the snowball go on, growing 
bigger and bigger, adding million to million, until 
the inevitable happens, and safety, at any rate 
temporary safety, is found in a writing-down scheme. 


5. Table I of the statistical data which conclude 
this paper indicates that during the four years 1928-31 
an analysis of twelve companies reconstructed. in 
that period shows that out, of £37,587, vied 


capital, £28,693,930_ (76. ‘per, cent.) 
written off, and new. capital, oto. She. tam 


of £8,769, 617. Ged ho NR wad Gi sail Re 


Humanisinc Mass Propvuction. 
6. There are evidences of an unquiet mind in 
to the reconciliation of adequately large scale and 
efficient production with the claims of personality 
and human life. Lord Irwin, speaking in Yorkshire 
in July last, directed public attention to the subject, 
He pointed out that there were people who denied 
that large scale production and the nobler human 


International Industrial Agreements (League of 
Nations, Geneva, 1931), when they warned executives 


worker a much higher degree of security 
isolated undertakings which are more exposed to the 
ups and downs of a period of economic instability 
and insecurity.” 
7. I am, of course, aware that in many of the larger 
mergers, including Imperial Chemical Industries, a 
err which 
is specially charged with the welfare of the workers, 
and observation during visits to various works has 
indicated to me the large measure of success which 
has attended the labours of these departments. In 
fact, ee ee ee Oe ee, ee ee 


THe ORIGIN AND DEVELOPMENT OF COMBINES. 
Competition and Regulation. 

8. I propose to give the widest interpretation to 
the word “combine” (with some subsequent and 
closer definitions). I include all commercial, in- 
dustrial and financial organisations, which comprise 
the fusion or active co-operation of common interests 
within some regulative scheme of operation, whether 
loosely formed or closely knit. Combines vary from 
informal associations of business men, having in 
view some mutual regulation of their trade or industry, 
to ‘world-wide organisations, controlling successive 
stages of production and distribution, from raw 
material to the retail sale of the finished product. 


“9, The’ regulative as ‘distinct from the purely 
competitive principle of trade and, production has, 
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stood aghast, to defray it over and over again, — 
and that with much lighter taxation than what 

interests can exist side by side, and that mass 
mentality must, in the long run, be fatal to indi- 

; vidualism. It was evidently the same kind of thought 

which was at the back of the minds of the writers on 
an ex 
of tu 
Y pursuing Th 

: misguided policies. But even that publication does have 

not specifically touch the question raised by Lord on th 
Irwin, although it discusses elaborately the lowering on th 
of production and selling costs, the advantages of and 
the quota system, the maintenance of the balance 10. 
between production and consumption, the effects of Maje: 
industrial agreements on consumers, and the fact follov 
that success in all these matters guarantees the aad « 
a | 

; to me his abhorrence of welfare organisations for 

the workers on the ground that they delayed the 
nationalisation of the means of production. 

It will be remembered that the late Lord Melchett 
insisted upon maintaining personal contact with his 
workpeople, and for this purpose established his 
system of Works Councils. 

The work of the National Institute of Industrial | 
Psychology, in its many-sided activities, is 
undoubtedly rendering a national service of first-class 
importance at the present time. 
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an ancient and historie origin. I suspect that 
Joseph, as corn controller of Egypt, was representing 
a powerful food combine which affected a substantial 

of the then known world. The ancient guilds 
in Great Britain and the Continent of Europe con- 
trolled industry and trade, in their then very limited 
sphere, by regulation and co-operation, thus restrain- 
ing competition. To-day the small manufacturer 
or trader who increases the number of his establish- 
ments is simply applying in a limited degree the 
idea of rationalisation and of combination. By 
utilising his own directing force and initiative over 
an extended area of trade, he hopes for an expansion 
of turnover and profits without increasing his prices. 

Thus, through history, commerce and industry 
have been shaped and governed by free competition 
on the one hand, and by regulation and combination 
on the other. That is equally true of modern private 
and capitalistic enterprise. 

10, In 1919 the Committee on Trusts set up by His 
Majesty’ s Government in Great Britain reported as 
follows : “‘ We are satisfied that trade associations 
and combines are rapidly increasing in this country, 
and may within no distant period exercise a para- 
mount control over all important branches of British 
trade.” 

In a report issued by the Economic and Financial 
Section of the League of Nations on Industrial 
Agreements in 1930, the Committee stated, We are 
witnessing the creation of industrial, commercial or 
financial organisations on a colossal scale, utilising 
an enormous capital and extending their activities 
over the whole world.” , 


11. The operations and activities of combines have 
forced themselves upon public notice generally, in 
addition to the close attention which is regularly 
given to such movements in official and business 
quarters. The subject is peculiarly appropriate for 
an International Congress on Accounting by reason 
of the international scope and influence of combines, 
and because our professional advice may be sought 
in regard to their constitution and operation. The 
anticipation of the Committee on Trusts in 1919 has 


proved substantially accurate, and the organisation 


and activities of combines are producing changes in 
commerce and industry profoundly affecting the 
economic and social life of western countries. The 
daily life of every person in these islands, particularly 
in the urban areas, is touched at some point or 
another by the activities of a combine. 

Natural Monopolies in Great Britain. 

12. Transport and public utility enterprises must 
inevitably be permitted a substantial measure of 
Monopoly within their own spheres. Unrestrained 
competition would be practically impossible and 
financially disastrous, Even in that heyday of 
competitive enterprise, the nineteenth century, the 
tailway companies were established by Acts of Parlia- 
Ment, and endowed with both privileges as to their 
powers and regulations as to their services and 
charges to the public, The railway company at 
its inception was not necessarily a combine, but it 
had to operate what was necessarily a monopoly, 


18. In Great Britain there is in effect Parliamentary 
regulation of natural monopolies, since all companies 
launched to carry on public utility undertakings 
must be constituted by special Acts of Parliament. 
On the other hand, coming to more recent years, 
large combines, in various industries have been 
established. They are not subject to any special 
legislation applicable to oombines, but are constituted 
under the Companies Act, and their operations are 
subject to common law. , 


. Period 1900 to 1014. 

14. It is difficult to assign any exact date when the 
trend towards combination started in Great Britain, 
but combinations had made a definite impression on 
industry and commerce during the later part of the 
nineteenth century. In 1907 there was published a 
work by Mr, H, W. Macrosty on the Trust Movement 
in British Industry, which gave descriptive accounts 
of various forms of combines in nine groups of indus- 
tries and trades, but extending to a large number 
of undertakings. Nevertheless, during this period 
22 Sn Aetaetes, a6 LAA 

The War Period. 

15. During the Great War the whole organisation 
and machinery of production were subjected to 
abnormal pressure under the driving force of govern-. 
ment and necessity, There was immense speeding up 
of invention, technique and organisation, leading to 

mass-production over wide areas of industry. Con- 
ditions were exceptional, and in spite of suggestions 


to the contrary, it would be irrational for war-time. 


pressure and organisation to be resuscitated in the 


normal times of peace. The human strain was too 


great, and intense activity gave way to a reaction, 
begetting serious industrial consequences, 
Period 1920 to 1982: The Rise of Rationalisation. 


16. At the same time the industrial experiences of 


the war period were not lost; they had in fact 
produced a radical change of attitude: There was 
less universal adherence to the doctrine of free com- 
petition, although the idea of combination generally 
was still not free from prejudice in the public mind. 
Trusts had not lost the sinister implication 
derived from the anti-trust campaign in America in 
the ‘nineties. Those trusts, it was alleged, thrived 
upon exploitation of the consumer and adopted 
business methods which were open not only to legal 
but to serious moral objection. In Great Britain, 
apart from a spasmodic attempt to limit post-war 

profiteering under the provisions of an Act of Parlia- 
ment (whose power and operations quickly expired), 
no anti-combine legislation has been invoked. 


17. Combination in industry cannot be adequately 


considered without some attention to the question 
of rationalisation. 


The slump of 1920-21 (in intensity not comparable . 


to the present position) arose from the general over- 
production which took place after the war. This 


position demanded immediate action. The idea of 


rationalisation, which developed first in Germany 
with a view to the reorganisation of German industry, 
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took root elsewhere. Industrial organisation in 
Germany is now substantially based on rationalisa- 
tion, operating for the most part through cartels. 

18. The great prosperity in the United States of 

‘America was characterised by a wide extension of 
combination, mass-production, high output and 
intensive sales. Obviously a country which produces 
62 per cent. of the world’s cotton, 61 per cent. of 
its petroleum, 40 per cent. of its copper, 37 per cent. 
of its coal, 34 per cent. of its pig iron, 38 per cent. of 
its steel and 45 per cent. of the world’s electrical 
energy has much to teach us in the matter of scientific 
management. 
In Great Britain rationalisation was considered, 
but applied with caution and accepted with limita- 
tions and reserves. The last decade has been marked 
everywhere by rapid progress in science, invention, 
transport and organisation, lending themselves to the 
application of rationalisation in industry. Impelled 
by these forces and by economic instability, the com- 
bination movement has exhibited remarkable im- 
petus. Finally, in the report of the Committee on 
Industry, 1927, under the auspices of the League of 
Nations, a definite recommendation was made for the 
application of rationalisation to industry. 

19. This report stated that the rational organisation 
of production and distribution was one of the prin- 
cipal factors in increasing output, improving con- 
ditions of labour and reducing costs of production. 
Its purpose was to secure the maximum efficiency of 
labour with the minimum effort, to facilitate research 
into methods of manufacture and to encourage the 
use and replacement of standard parts ; to eliminate 
waste of raw material and power, to simplify unneces- 
sary transport, excessive financial burdens and the 
useless multiplication of middlemen. Its ideals were 
to afford the community greater stability and a higher 
standard of living, to lower prices of goods adapted 
to the consumer’s needs, to secure a fair and reason- 
able profit and a fair distribution of it. 

20. To the accountancy profession these are 
familiar principles, the application of which it has 

recommended. Although the Committee 
did not say so in specific terms, it has come to be 
assumed that combination of units in an industry is a 
first essential to rationalisation. There has been the 
assumption that the small undertaking is more or less 
inefficient, and that the principles of rationalisation 
are incapable of application on a small scale. Such a 
generalisation in my view is not always tenable. 
I suggest that rationalisation requires to be seasoned 
with considerable discrimination. 

Rationalisation has undoubtedly been a powerful 
stimulus to the development of combinations in the 
last ten years, but a number of combinations have 
taken place which were not necessarily a response 
to any sound economic principles, but seem to have 
arisen from the 8 of opportunity and 
nn. 

f ae Ranostusmarioe. . 

21. In the year 1928 Dr. W. H. Coates asked, 

What is to be understood by this term? and in 


reply quoted with approval the summary given in 


“ Scientific Management in Europe (International 
Economic Conference, Geneva, 1927) :— 

Study of methods for stabilising production 
and employment. 

“ Standardisation (normalisation, unification, 
simplification). 

Elimination of waste. 

Horizontal and vertical combination; national 
and international industrial agreements, cartels, 
trusts, syndicates ; action by governments, by 
public services, by employers’ and workers’ organi- 
sations. 

‘* Specialisation ; mass-production and distribu- 
tion ; study of the general problems of the dis- 
tribution of raw materials, the organisation of 
markets, transport power and labour supply.” 


Forms or COMBINATION. 

22. The variegated character of industrial and 
commercial combinations is remarkable. A combine 
may be carried on simply by casual meetings of those 
engaged in the same trade, perhaps locally, with 
hardly any link of effective organisation. At the 
other extreme, we find the most highly centralised 
manufacturing and distributing concerns, inter- 
national in scope and operations. The methods 
employed to make combines effective are numerous, 
and it is difficult to generalise in regard to them. 
Three main divisions, however, seem to have emerged. 

23. First there is the Terminable Association, which 
is a loose association of representatives of a common 
trade or industry, or of undertakings engaged in 
various branches of the same or cognate industries. 
These associations frequently are not constituted as 
legal entities, but they have sometimes been the most 
effective in their practice. They have been the sub- 
ject of some criticism by the public, which views with 
suspicion and dislike any organisation which might 
be described as a “ring.” Their work has been 
limited to methods of selling, prices and trade con- 
ditions. Sometimes, but less often, they have 
arranged for an exchange of views on problems 
common to the trade, but for the most part they have 
been concerned with the maintenance of prices or 
the protection of producers against unfair or cut- 
throat competition. 

24. In the next division we find combinations 
partaking of the character of cartels, more commonly 
called Pools in Great Britain. ‘ Cartels’ are asso- 
ciations of independent undertakings in the same or 
similar branches of industry established with a view 
to improving conditions of production and sale. They 
are called * syndicates’ or comptoirs where they 
have set up a common sales organisation.” (League 
of Nations Memorandum on International Industrial 
Agreements, 1931.) 

The agreement between undertakings constituting 
a pool or cartel is more closely defined than in the 
case of terminable associations, and the cartels are 
frequently national or even international in character. 
(For example, the Rubber Restriction Scheme and 
the European Aluminium Cartel.) 
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25. In the third division are combinations proper, 
which in America are usually described as mergers ”’; 
in Great Britain the term combine has also been 
employed. Combines in America were originally 
operated by trusts, but the method of trusts (the 
surrender and concentration of voting power) is 
now obsolete and was prohibited by the Sherman 
Law and Clayton Acts. Combines generally consist 
of a parent company (which may or may not be an 
operating company in itself) enlarged by its own 

ive expansion or by the direct amalgamation 
with itself of other undertakings; alternatively 
amalgamation may be effected by a new company 
purchasing outright a number of other small com- 
panies which cease to exist. More usually, the parent 
company acquires the whole or the majority of the 
shares of other undertakings, the policy of which it 
controls, and their operations are brought for all 
practical purposes within its ambit. At the same 
time, these subsidiary undertakings retain their 
separate legal existence as companies. In Great 
Britain we have become familiar with the idea of the 
holding company and its subsidiaries. 

26. A distinction must be made between a hori- 
vontal and a vertical combination. A horizontal 
combination is a group of undertakings engaged in 
the same trade at the same stage of production, for 
example, a drapery combine, or the European Alu- 
minium Cartel. A vertical combination consists of 
the combination into one organisation of different 
undertakings, carrying out successive stages in 
production, from the raw material to the finished 
article, or even to the retail sale to the consumer. 
For example, a single aluminium holding company 
might control— 

(a) A company for producing and shipping bauxite 

(the raw material) ; 

(6) A company carrying on the manufacture of 

alumina (the pure oxide of aluminium) ; 

e) A hydro-electric company for supplying power; 

d) An aluminium smelting company to operate 

electric furnaces for extracting the metal 
from its oxide ; 

le) Aluminium rolling mills and foundry company; 

A company carrying on the manufacture of 

aluminium utensils and parts ; 

A company for carrying on the sale of aluminium 

domestic utensils to distributors or to the public. 


Tae ORGANISATION AND FINANCE OF COMBINATIONS. 
27. In practice a combine may be formed by— 
(2) Outright amalgamation with other companies; 
(6) The formation of a holding company controlling 

subsidiaries ; 
(c) A profit-sharing pool ; 
(d) Selling associations. 


Amalgamations. 

28. Amalgamations have the advantage of definite- 
hess and permanency, but practically it is rather 
More difficult to effect an outright amalgamation 
than to use one of the other methods. 


acquiring company B., or company B. acquiring 
company A., or a new company C. acquiring company 
A. and company B. The method of amalgamation 
must be carefully considered. I would particularly 
mention three aspects: 

(a) The control of future policy ; 

(b) The ratio of fixed interest and fixed dividend- 
bearing capital to the whole capital of each of 
the companies ; 

(c) The rates of fixed interest and fixed dividend 
to be borne and the terms upon which 
such capital is to be repaid in the event of 
winding-up. 

By the retention in the amalgamation of blocks of 
debentures or capital bearing a low fixed rate of 
interest, the advantages of the combination would 
accrue to the equity shares, since a heavy new 
commitment for the repayment of such capital would 
be thereby avoided. 


Holding Companies. 

29. A holding (or parent) company can acquire 
the shares of a number of other companies. The 
parent company may itself be an operating company. 
Alternatively, a new holding company may be formed 
to acquire the capital of all the companies to be 
formed into the proposed combine. Each company 
involved remains a legal entity, but the control 
definitely passes to the holding company and the 
actual business policy of the subsidiary companies 
will inevitably be changed, having regard to the 
interests of the combine as a whole. 

Pools. 

80. A pool is generally effected by an agreement. 
for the profits of each of the companies (or firms) 
concerned to be combined into a common fund and 
distributed in the ratio laid down in the agreement. 
The ratio of distribution is generally based upon 
past performance. This may be accompanied by 
some arrangement as to the operating and selling 
policy of all those units in the pool. This is the least. 
expensive method of effecting a combine. There 
would probably be a joint committee to manage the 
pool. The agreement being for a period of years, 
its renewal may become the subject of delicate 
negotiations. Moreover, towards the end of the 
period, constituent companies in their policy may 
have undue regard to their interests in negotiating a 
renewal, 

It will be recognised that a number of accounting 
questions must arise in regard to the computation 
of profits, the treatment of depreciation, directors’ 
fees and the employment of new capital. These 
matters, if not carefully handled, may lead to 
awkward disputes. 

Associations and the Rebate System. 

31. The method of selling associations is familiar 
in connection with the German cartel. These 
associations generally operate by fixing percentage 
quotas for the various units in the combine, and by a. 
geographical division of markets. While the total 
output of the combine may not be fixed, each unit. 
has to make a return of its output or sales for a 
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given period. Compensation has to be paid to a 
pool when the percentage quota is exceeded, and 
compensation is received when the quota has not been 
reached. In such cases it may well happen that it 
will pay an individual unit to exceed or not to 
reach its quota. Instances have occurred where it 
was more remunerative for a very inefficient unit to 
close down and to rely upon the compensation it 
received from the pool. Clearly, if this were to go 
on indefinitely and over any considerable area, the 
total financial and economic effect would be most 
unsatisfactory. 

82. The rebate system has also been extensively 
used. Here distributors are required to purchase 
from the combine only, and to undertake not to 


purchase similar goods from competitors outside the 


combine, in consideration of a special periodical 
rebate. 

This is the principle employed by shipping con- 
ferences in paying rebates to shippers. Having 
regard to the special conditions obtaining in the 
shipping trade and the need for regular services, the 
rebate system has been reasonably justified. 


33. It will be seen from this brief review that 
the members of the accountancy profession have 
responsible duties to perform, and in each of these 
methods of amalgamation must combine professional 
wisdom with strict impartiality. 

Mr. A. E. Cutforth, C.B.E., F.C.A., has written an 
admirable book entitled Methods of Amalgamation, 
which deals in further detail with the general 
accounting questions I have out lin in this 
paragraph. 

INTERNATIONAL AGREEMENTS. 

34. A short epitome of international agreements 
may appropriately be set out here. 

(a) International Steel Agreement (E. I. A.). 

35. The report of the Experts of the League of 
Nations appears somewhat inconclusive—it is stated 
that the difficulties were great—but the object of the 
agreement was to regulate production and indirectly 
to check excessive fluctuations in prices. 

(b) The Franco-German Potash Agreement. 

36. The purpose is to restrict production of 
German potash to efficient works. The French 
organisation aims at popularising the use of potash 
as a fertiliser, and the selling of potash products. 
The total German output satisfies three-fourths and 
the combined French and German output nineteen- 
twentieths of world requirements. 

The total supply and the total demand are divided 
between the members on a quota basis. It is declared 
that the agreements have been beneficial in— 

(a) Stabilising prices for the farmer ; 

(b) Keeping prices low to increase dernand. 

The production for 1926-28 was :— 


1928 .. 1,690,469 
(c) A common propaganda policy. 


(d) United scientific study to extend the use of 

potash under varying conditions. 

37. The above views, extracted from a League of 
Nations publication, I submitted to one who has 
had a long experience in potash. His reply seems 
sufficiently important to merit (in part) insertion 
at this point. 

Before the war Germany possessed in Stassfurt 
and Alsace the only known deposits of potash in 
the world. I remember in my early days, potash 
was mined in Gérmany in the same way as coal 
in this country, by the individual owners of the 
various potash mines. The output was sold in 
open competition at prices up to £3 10s., according 
to the various qualities of sulphate, muriate or 
kainit, f.o.b. German ports. 

As the result of the Franco-German War in 
1870 the province of Alsace passed to Germany, 
and in Alsace were discovered immense deposits 
of potash. Germany practically said to herself— 
Why should we, owning the only known deposit 
in the world, give away the benefit of this valuable 
asset ? The result was the formation of the great 
and powerful Stassfurt Syndicate, embracing in 
its folds every potash mine in Germany and 
Alsace, and the price was fixed at £8 10s. f. o. b. 
German ports, for all the buyers of the world. The 
Syndicate, backed by the Deutsche Bank, had 
agents in every country of the world, and enjoyed a 
world monopoly. 

On the termination of the war, the province 
of Alsace reverted to France; the French Govern- 
ment immediately appointed a potash controller 
and entered the world’s markets with Alsatian 
potash. The result was severe competition with 
Germany, accompanied by a cutting of prices until 
they reached a low level. This lasted for some 
considerable time, until an agreement was made 
between the German and Alsatian interests, 
followed by a gradual rise in prices. 

Then potash deposits were discovered in Spain 
and Poland, and now potash production is being 
developed from the waters of the Dead Sea. 

The U.S.A. never liked the monopoly and spent 
immense sums of money trying to find potash in 
various parts of the world without success. During 
the war she developed potash from her Salt Lake 
deposits, and is still doing so, but production is 
expensive as compared with the simple mining 
operations in Germany and Alsace.“ 


(c) Artificial Silk. 
38. Leading firms in Europe have combined to 
form the Bureau International pour la standardisation 
des fibres artificielles (Bisra) for the purpose of 
investigating the economic position and international 
markets, and to establish the standardisation and 
uniformity of products. It is urged that there is 
no other solution than to form a kind of cartel. 
The Economic Committee of the League of Nations, 
in the Review prepared by experts (1930), express 
the broad view that only undertakings which are 
capable of producing 6,000 kilogrammes (13,227.6 lbs.) 
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per day, which necessitates a capital of £750,000 or 
more, are able to meet the financial requirements 
of this delicate industry.” 

The undermentioned figures relating to three 
artificial silk companies, which were floated within the 
last eight years, indicate the reason of failure :— 

Estimated Estimated 


output per day. Profits. Capital. 

Ibs. £ £ 
Company A. 4,585 120,000 400,000 
* B.. 4,800 100,000 885,000 
6 0 90,000 365,000 


Needless to say, none of these figures was realised, 
and many of these newer companies have ceased to 
exist, or, at any rate, ceased to produce. 

89. About 84 per cent. of artificial silk is produced 
by the Viscose process, 10 per cent. by the Cupro- 
ammonium process, and 6 per cent. by the Acetate 
process. The output has apparently increased 
eormously during the last 25 years, from approxi- 
mately 6,000 to over 200,000 tons per annum. 

The fact that the prices are about half those of 
pre-war days indicates the rapid strides made in 
scientific manufacture. 

(d) The European Linoleum Trust. 

40. The selling prices in foreign countries are fixed 
by agreement with the English Linoleum industry 
(British Association). Since the creation of the 
cartel in 1910, prices have kept fairly level, reduc- 
tions occurring in 1927. Owing to the rise in the 
cost of the principal raw materials—linseed oil and 
cork—prices of German manufacturers were raised 
in 1929. It is understood that one large firm in this 
country remains outside the agreement. 

(e) Electric Lamp Industry. 

41. The Filament Trust (1911) pooled the patents 
of three of the largest German firms. In 1919 all 
the larger producers in this country amalgamated 
to form the E.L. Manufacturers’ Association. The 
British General Electric is the largest firm, while 
in 1928 Metropolitan Vickers, British Thomson- 
Houston and Edison Swan combined under the name 
of Associated British Industries, Limited. There is 
also an intermediate company—the Phoebus Company 
at Geneva—which acts in the exchange of methods 
and in respect of patents. The objects are the 
exchange of inventions and experiments, the regula- 
tion of prices, limitation of sales, and allocation of 
Sales areas, which are determined on a basis of 
standard years. 

A Critica, Rxvmw or THE Polier oF CoMBINES. 

42. I suggest the following eight criteria as a guide 
for reviewing the general effect of capitalist combina- 
tions in industry: 

(a) Stability of prices and maintenance of quality 

of goods to the consumer. 

(6) The development and application of scientific 
research and technical improvements for the 
continual reduction of costs. 

(c) The proper organisation of management and 
control without undue centralisation. 


(d) The maintenance or increase of profits to 
shareholders. 

(e) That the capital is in harmony with earning 
capacity. 

Y Generous allowance for depreciation and obso- 
lescence (the rate of obsolescence tends to 
increase, owing to inventions and new methods). 

(g) Adequate provision of liquid reserves. 

(h) The maintenance of good relations with labour 
and an improvement in labour conditions. 


43. Mr. E. J. H. Lemon, of the London Midland 
and Scottish Railway, in a recent paper, speaks of 
the great difficulties encountered in the effort to 
reorganise the system on a modern basis. Probably 
in no system did overlapping occur more patently 
than in the railway systems. Traditions of nearly a 
century had to be uprooted, with the inevitable 
creation of dissatisfaction. He said 

The whole was a mass of overlapping areas and 
functions, of different practices and methods, of 
different traditions and upbringing. What had 
to be done was to break down century-old esprit 
de corps, at the same time replacing it with new 
interests and service to a new company.” 

44. Looking at the problem from a different angle, 
Dr. Coates, with great insight, writing in 1928 of the 
innumerable difficulties which had to be faced, said: 

Even in the most favourable circumstances, 
the benefit of concentration in large units comes 
but slowly. Many pitfalls have to be avoided. 

Over-capitalisation is an ever-present danger, 

stimulated by the necessity of securing the assent 

of exchanging shareholders through an increase in 
the nominal value of the capital held. There is 
the inclination to attach too high a value to real 
assets, based on the cost of their reproduction, and 
on forgetfulness of the fact that once liquid capitai 
has become fixed in industrial plant its worth is 
governed almost entirely by its earning power. 

Even that earning power may be turned into 

capital values on too high a basis by the use of an 

excessive multiplier, without sufficient allowance 
for the future provision of internal reserves. In 
any case heavy initial expenses must first be 
faced. . . . Compensation cannot be avoided, not 
only to displaced workers, but to displaced officials, 
directors, and others. Capital losses will also have 
to be written off as redundant plants are closed, 
and as manufacturing operations are ayy cod 
concentrated in the most efficient and 
situated works.” 


Administrative Efficiency. 

45. The benefits to be derived from scientific 
research are nowhere more clearly discernible than 
in the reports of the extensive investigations carried 
out on the L.M.S. Railway system. To mention a 
few only of the successes which have followed the 
scrutiny :— 

(a) Stock items have been reduced by 50,000 items 
by the elimination of obsolete types of 
materials. 
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(b) Items purchased under contract have been 
reduced from approximately 6,800 (at the 
time of the amalgamation) to 4,400. 

(c) Purchases in bulk of stores and materials have 
been effected upon more favourable terms. 
Smaller stocks are found to be necessary and 
economies in handling have been effected. 

46. Comparative costing revealed the increased 
cost of repairing locomotive boilers in England as 
compared with Scotland, and research provided the 
reason, namely — The water in Scotland is so much 
better.” This discovery, of course, led to the 
installation of water-softening plants in England. 
A system of progressive repairs to locomotives has 
reduced the time of laying-up for repairs, of one 
‘type alone, from 38 days in 1925 to six days in 1930. 

Obviously the consumption of coal came under 
review, as the expenditure under this heading 
approximated five millions sterling per annum. 

47. In collaboration with the North Eastern 
Railway, experiments made in the wind tunnel of 
the National Physical Laboratory gave the following 
interesting results: 

(a) In a ten-coach train 20 per cent. of the wind 
resistance is accounted for by the engine and 
tender ; 

8} per cent. by the first coach; 
63 per cent. by each of the next eight coaches ; 
94 per cent. by the tenth coach. 

(b) At 60 miles per hour, without any head wind, 
about 400 h.p. is absorbed in overcoming the 
air resistance of such a train. 

48. Mr. E. J. H. Leman, the Vice-President, from 
whose paper I have quoted, bears testimony to the 
results which have followed the introduction of 
-“ budgetary control.” The effect of fixing limits of 
expenditure undoubtedly has great influence upon 
the minds of responsible officials. 

Whatever we may think of past achievements, we 
are bound to admit that full systematic control 
becomes more realisable in the case of a large combine, 
where the cumulative effect of economies spread over a 
wide area yields to scientific management a richer 
reward. 

The Public Attitude. 

49. We must clearly face the inherent prejudice 
of the public against combinations. Suspicion is less 
easily roused than it was some years ago, as I do 
not think there has been any glaring evidence of 

rampant exploitation of the consumer. But the 

danger of public suspicion, whether based on fact or 
on rumour, lurks in the background. A large part 
of the Report of the Committee on Trusts in 1919 was 
devoted to the possibility of abuses tending to the 

_ detriment of the public, arising from monopolies, 

trusts and combines. The Committee found that 

no definite evidence was brought before them that 
excessive charges had been made by combinations. 

It had, however, been made plain to the Committee 
that distributors and producers did not, in all cases, 

show the confidence which had been expressed by 

the witnesses representing combines. 

50. Apart from the better-known combines, in the 


—— 


shares of which the public has a substantial 

there are in Great Britain a large number of com. 
binations or associations exercising considerable 
influence, of which the public is scarcely aware, 
Many of them had dealings with the Ministry of 
Munitions during the war, and on the whole it was 
found there was little ground for complaint. 

51. The Committee on Trusts of 1919 made a 
recommendation that the Board of Trade should 
watch the development of combines and should 
refer any complaints received to a special tribunal 
for investigation. The recommendation has never 
been carried out and apparently subsequent circum. 
stances rendered it unnecessary. Modifications of 
the proposal, however, may be mentioned. Under 
the Profiteering Act of 1919, a Committee made 
certain investigations, but its operations came to an 
end in 1921. A Food Council has more 
been set up by the Board of Trade, which is author- 
ised, after due inquiries, to give publicity to its 
opinion as to the prices of certain articles of retail 
food consumption. Thus there is practically no legal 
protection, but publicity by the Food Council and 
generally in the Press of any attempt by combina- 
tions to raise prices unduly, is an effective and more 
desirable check than direct means. 

Management and Finance. 

52. The organisation of a network of holding and 
subsidiary companies has become complex and 
extensive. It may be questioned, therefore, whether 
a single human mind can readily grasp the implica- 
tion of a whole scheme in its entirety. Certainly such 
minds are rare. This aspect of management and 
control seems to suggest that indefinite expansion 
must prove unsatisfactory and may lead, failing the 
most expert management, to serious consequences. 
It may be reiterated that after a certain size has been 
reached, additional economies cannot be effected or a 
reduction in the standard of overhead charges secured. 

58. There remains to be mentioned that group of 
financial considerations relating to capital, profits 
and reserves. 

I suggest that one of the principal difficulties is the 
necessary inclusion in the combine of weaker units 
of production. These are included because even 
though under competition they might have closed 
down, a long period of weak production and weak 
selling is bad for the industry, and may also have 
repercussions on the consumer in the long run. 
Further, the deficient earning power of the capital 
representing weaker units has to be made good. 

The experience of older combines shows that 
deficient management and over-capitalisation have 
been the two vulnerable points. 

54. The earlier criticisms of combines were mostly 
from the consumer’s point of view, but I suggest 
that the emphasis of any possible anxiety in regatd 
to combines may shift from the consumer to the large 
body of shareholders interested in these giant under 
takings. 

COMBINATIONS AND THE GREAT DEPRESSION. 

55. The policy of combines being to give 2 
stability in prices and in profits, it is relevant to 
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consider that policy in relation to the great depression 
through which the world has passed. If it were 
ever considered that powerful combinations could 
offer a barrage of resistance to an incoming tide of 
economic depression, experience has definitely dis- 

ved that hypothesis. Sir Arthur Salter has even 
indicated that the large-scale organisations of modern 
business has possibly been an aggravating factor. 
Acombine is inevitably less flexible to certain changes 
indemand. It is easy for a large-scale organisation, 
anticipating a rise in prices, to continue production 
after it has ceased to be profitable. The smaller 
ae more quickly responds to a falling-off 


in 

56. Further, the combines have been peculiarly 
subject to rigidity in wage rates. Public require- 
ments have been intensified for semi-luxury goods, 
the demand for which is capricious and very elastic, 
and subject to rapid changes of fashion and technical 
improvements. These factors have accentuated the 
difficulties of combines in times of depression. 

57. It can be represented with reason, of course, 
that the depression having been so overwhelming, 
the more newly-formed combines were working 
under totally abnormal conditions, and their efficacy 
and profit-earning capacity were not therefore 
subjected to a fair test. 

Bic Business AND SMALL BUSINESS. 

58. To illustrate the growth of combines, I append a 
table (Table II) giving a short list of companies which 
represent combinations, showing the capital at 
successive periods since 1900. In one or two cases 
Ihave indicated the previous capital of some of the 
companies which were eventually taken over by 
the holding company. The list is not intended to 
be a complete statement in detail, but its main 


characteristics are illuminating. 


59. The growth of “big business” is readily 
accepted, but the expansion and strength of small 
business in this country may easily be overlooked. 
Even in these days the Englishman is not persuaded 
that individualism in relation to business is effete 
and redundant. We cannot lightly disregard the 
spirit of independence and self-reliance which the 
tontrol of smaller companies and firms implies. 

60. I append a statement extracted from the annual 
Board’ of Trade Report on Companies for the year 
1981 (Table III). The average paid-up capital of 
companies under different headings has been cal- 
culated. The private company first came into being 
in 1908. Private companies generally are inevitably 
of smaller capital than public companies. In spite 
of the effect of private companies on the joint figures 
of both classes, the average capital of all companies 
on the register has steadily risen since 1910. Similarly 
the average capital of public companies since 1926 
has gone up by a considerable amount, and yet there 
Were over 98,000 private companies on the register 
for the year 1981 as against 15,000 public companies. 

61. The effect of these figures is that 14 per cent. 
of all companies were public companies and controlled 
71 per cent. of the aggregate capital invested in com- 
Panies, while 86 per cent. of the number of all com- 


financial result achieved by eight combines in 19381, 


panies were private companies and controlled 29 
per cent. of the aggregate capital (Table IV). The 
14 per cent. of public companies does not disclose 
completely the extent of combination, since, for 
example, a holding company and, say, its five sub- 
sidiaries would count as six companies on the table. 
I anticipate that the percentage of the number of 
companies controlling 71 per cent. of the capital is 
considerably lower. 

62. These figures lead to two conclusions: 

(1) The growth of concentration and combines in 

public companies. . 

(2) The persistence and increase in number of 

private companies. 

As private companies are mostly in the hands, and 
for the benefit, of a comparatively few individuals, 
I take those figures to be an unquestioned indication 
of the vitality and tenacity of individual enterprise. 
Further, there is a large number of public companies 
of smaller dimensions which, in spite of the difficult 
time through which we have passed, have maintained 
their position in a comparatively satisfactor} manner. 

63. In regard to our own profession, I would quote 
an editorial note from the Incorporated Accountants’ 
Journal of November, 1929 :— 

“* * Rationalisation is popularly supposed to be 
the remedy for all industrial troubles. . . . These 
mergers have far-reaching effects and often bring 
in their train many unfortunate consequences, 
including the elimination of independent business 
men who have to choose between accepting a 
salaried position and being forced out of business 
altogether. The accountancy profession also suffers 
from these mergers. When one large company 
absorbs a number of separate entities, what were 
probably a dozen audits by different firms of 
accountants become one audit by a single firm. 
The loss falls mainly on the small practitioner, but 
it must be remembered that there is also a loss in 
the total volume of professional business and not 
merely a transfer of business from one firm to 
another.” 

64. It is not possible to obtain precisely the number 
of combines operating in this country and elsewhere, 
but the following figures are interesting 


Report or COMMITTEE ON Trusts, 1919. 


Great Britain— Number 
. Iron and Steel Industry .. — es 85 
Chemicals (controlling production almost 
wholly) .. ee ee oe ee 2 
Electric Industries . . oa 1 


Encountered by the Ministry of Munitions 93 
Soap, Tobacco, Wallpapers, Cement, Tex- 
tiles (securing effective control of output 


and prices). Number not given. 
U.S. 4.— 

American Meat Trust +s 5 
LEAGUE OF Nations: Review oF . . . INDUSTRIAL 
AGREEMENTS, APRIL, 1930. 
International Cartels wn 29 


65. Ade table e V) chewing the avenge 


| EEE 495 
mn ——————— — — —— —-— — — — — —ᷓ— — — — — — ——Z— ſ— msm 
— 
| 
ee a 
| 
, — — 
T 1 
0 Dr ! 


496 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 


compared with the result obtained by 2,017 other 
companies. The figures are substantially in favour of 
the large number of smaller companies. The arguments 
for rationalisation are convincing ; the experience of 
rationalisation is sometimes disappointing. 

Pusuic UTILITIEs. 

66. An interesting form of enterprise in Great 
Britain is the Public Utility Trust, constituted by 
ad hoc Act of Parliament. The trusts are in some 
cases the combination of a number of previously con- 
stituted undertakings. They are financed by stock 
bearing fixed rates of interest. They are controlled 
by Boards nominated by various interests, and are 
free from political influence or interference. Some of 
these trusts have been conspicuously successful in 
regard to the services they have provided, and the 
regular way in which they have earned their interest. 
I would mention particularly the Port of London 
Authority, the Mersey Docks and Harbour Board, 
and the more recently constituted British Broad- 
casting Corporation and the Central Electricity 
Board 


67. Having dealt at some length with general 
principles, we may now make, by way of concrete 
illustration, a detailed review of combination or 
merger operations. For this purpose I have selected 
for investigation as representing commerce : banking, 
insurance and building society amalgamations ; and 
as representing industry: chemicals. 

BANKING. 
British Banking Policy. 

68. The relationship between industry and banking 
is so close that a study of capital combinations 
would be incomplete without a reference to bank 
amalgamations. 

69. At a meeting called to sanction the Midland 
Amalgamation in 1918, the late Sir Edward Holden— 
a recognised leader of the policy, which has led to the 
absorption into his own bank of no less than thirty- 
three units—summarised the benefits to be expected 
in the following six points :— 

1. “ The first benefit accruing to the large banks 
from these big amalgamations is a large increase 
in their capital, and a large increase in their re- 
sources ; but if you are going to stop amalgama- 
tions, they will not be able to increase their capital 
any more on that line.“ 

2. Big banks will help to increase our com- 
mercial exports abroad, and to off-set an unfavour- 
able trade balance after the war.“ 

3. Every development of amalgamation has 
rendered the banks more stable, and our recent 
immunity from the distresses consequent on bank 
failures has been due to the strengthening of the 
banks by amalgamation.” 

4. But for the amalgamations the banks could 
not possibly have given adequate assistance to 
our enormously increased trade.“ 

5. We have not had a single instance in which 
the accommodation given by a bank taken over 
by us has not been much greater after amalgama- 
tion than it was before the bank was taken over.“ 


[SEPTEMBER, 1933 


6. “The deposits of this country can be more 
effectively lent if they are concentrated than if 
they are scattered.” 

70. The paid-up capital and reserves of joint stock 
and private banks in England and Wales, including 
the Bank of England, covering a period of nearly a 
century, make interesting reading 


No. of 
Year Banks. — 1 
1836 —— 10,000,000 — — 
(estimated) 
1884 109 52,505,000 24,374,000 300,139,000 
1914 43 49,405,000 27,093,000 783.553,000 
1930 13 91,510,000 66, 990,000 1,913, 203,000 


In September, 1932, the paid-up capital of the ten 
London clearing banks was £74,311,096 and the 
reserve funds £51,010,000. Of this capital the Big 
Five held £64,715,000 and of the reserve 444, 750,000. 

The net profits of all banks (as given by Sykes) asa 

of total working resources was 1.88 (1874), 
94 (1914), .79 (1920), .57 (1923). Other authorities, 
taking the percentage on capital plus reserves, 
contend that an opposite tendency is shown. 


71. The percentage of expenses to total working 
resources of the Union Bank of London rose from 


.58 in 1879 to .98 in 1913. Amalgamations took place 
in 1891 and 1902-03 and were followed by increases in 
expenses. The percentage increase in the case of the 
London and Westminster Bank was .34 in 1880 with 
eight branches, .46 in 1908 with thirty-seven branches, 
1.26 in 1918. The amalgamation with the London 
and County Bank took place in 1909. The figures 
appear to demonstrate a natural increase in the 
expenses as additional branches are opened, and their 
business expands. Allowance must, of course, be 
made for the gigantic growth in the number of small 
accounts, obviously operated at a higher ratio of 
expense. 

72. On August 2nd, 1923, the late Dr. Leaf referred 
to a comment by the Manchester Guardian on the 
opening of new branches: 

“The banks themselves are beginning to see 
that a lust for record figures may be gratified at 
too great a cost.” Dr. Leaf asserted that the only 
persons entitled to complain were the share- 
holders, whose profits were devoted in some 
measure to the opening of fresh branches which 
could not pay their way for a long time. Before 
the war, he said, a new branch commenced to pay 
after it had been opened three to five years, but 
since the war the period had been about doubled 
owing to the rise in overhead expenses on the one 
hand and the severe cutting of profits on the other. 
In 1825, 554 private banks operated 681 branches. 
In 1924, 2 private banks operated 2 offices ; 

18 joint stock banks possessed 8,081 
branches. 

In 1930, 18 joint stock banks possessed 9,972 

branches. 

In the first-named year (1825) there was one bank- 
ing office to every 18,739 of the population; in 1924, 
one to every 4,777. In that period the population 
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jad increased three times over, while the bank offices 
jad increased twelve times over. 

78. On the question of stability it may be recalled 
that in 1825-26, sixty-three private banks outside 
london failed, in 1840 twenty-four, in 1841 twenty- 
dx. There have been no failures of importance since 
1390, notwithstanding the 1914 and the present crises. 
Qn the score of safety, therefore, the superiority of 
the present system is evident. 

In 1890 the Baring Crisis occurred. The Governor 
of the Bank of England took immediate steps to 
gen a guarantee fund in which the leading joint 
sock banks were asked to participate. The response 
ws both full and speedy. Undoubtedly much 
turned on the capacity as well as the willingness of 
the joint stock banks to subscribe. This was the 
frst occasion on which the large joint stock banks 
took concerted action, and it was undoubtedly due 
to the policy of amalgamation that they were strong 
mough to do so. Further illustration is found in the 
ase of the Yorkshire Penny Bank (now owned by the 
Big Five), in the war period mobilisation of securities, 
inthe control of exchange rates, and in the formation 
of the Agricultural Mortgage Corporation, the capital 
of which was subscribed by the banks. 

74. The amalgamations which have taken place 
between 1825 and 1924, totalling 552, are made 
w as follows: 


Private with private 103 
Joint stock with joint stock 165 
Private by joint stock .. 282 
Joint stock by private .. 2 

552 


Foreign Banks. 

75. The Times pointed out on May 4th, 1918, that 
the whole industrial, financial, commercial and ship- 
ping forces of Germany were being brought together 
in limited liability companies, and stated that the 
object of the organisation was that Germany should 
present an absolutely united front. Our bankers were 
also aware of the steps being taken by German banks, 
three of whom, the Deutsche, Dresdner and Disconto, 
had increased their capitals by 40 per cent. to a total 
of 52} millions sterling and their reserves by 60 per 
tent. to a total of 28} millions sterling by absorptions 
since 1914. More recent amalgamations have taken 
Place, at least two in 1929 and one in 1932. 

76. The tendency to amalgamation or working 
agreements is also visible in French banking, though 
ta much less degree, and one important French 
bank has entered into close relationship with several 
Institutions in the United States, besides linking up 
with a South American Bank, on the Board of which 
it has placed a representative. 

77. Another interesting development is an alliance 
(without amalgamation) between two large South 
American banks. The allied banks have in turn 
entered into a working agreement as regards South 
American business with one of our clearing banks, in 
furtherance of which the latter has established a 
subsidiary company with a capital of a quarter of a 


million in combination with the newly formed 
British Trade Corporation. 7 

78. In Canada, too, the Bank of Montreal has taken 
over the Bank of British North America, and the 
Royal Bank another institution; and in Australia the 
National Bank and the Colonial Bank entered into 
an agreement to amalgamate. 

Observations on Bank Amalgamations. 

79. The Treasury Committee on Bank Amalgama- 
tions of 1918 obviously appreciated that there was a 
risk both of reduced competition or of monopoly 
and of the creation of a Money Trust.” Indeed, 
they go so far as to state that “ on a careful review 
of all the above considerations, we are forced to the 
conclusion that the possible dangers resulting from 
further large amalgamations are material enough 
to outweigh the argument against Government 
interference.“ It will be remembered that the 
Association of British Chambers of Commerce has 
expressed similar views. 

80. It is, however, only just to recall that com- 
petition between the great banks is to-day extremely 
keen. If the banks consider themselves entitled to 
see the audited balance sheets of customers, pro- 
fessional accountants, at any rate, have no cause for 
complaint, whatever they may have to say in respect 
of those extraneous “ sidelines which the banks are 
cultivating so assiduously in modern times. 

81. I referred at an earlier stage to the intimate 
connection between commerce and banking. A com- 
parison between the figures of the London Clearing 
Banks for September, 1931, and September, 1932, 
is illuminating. Deposits have increased in the 
twelve months by over 153 millions sterling, and 
investments by 79 millions, while advances to 
customers have decreased by over 108 millions. 


Summary. 

82. The available statistics indicate that while 
expenses have generally increased, profits have 
decreased, but facilities to the public have un- 
doubtedly been extended. One writer suggests that 
the increased charges are finally borne by individual 
customers in the shape of reduced deposit rates 
and increased loan rates, and urges that if further 
large amalgamations occur “ charges will again be 
increased.” 

Undoubtedly liquidity, stability and safety have been 
secured by amalgamation—a remarkable achievement 
for these difficult times. 

INSURANCE. 

83. The chief and more recent amalgamations or 
absorptions in the insurance world are indicated in 
the following list: 

Commercial Union : 

Palatine (1900) 

Hand-in-Hand (1905) 

Union (1907) 

Ocean (1910) 

National of Great Britain (1917) 
Edinburgh Life (1919) 

British General (1923) 

West of Scotland (1923) 
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Royal Exchange : 
National Provincial (1909) 
Car & General (1917) 
Local Government Guarantee (1918) 
State (1924) 
Motor Union (1928) 
Northern : 
Royal Scottish (1914) 
White Cross (1914) 
Provident Accident (1917) 
World Marine (1920) 
London & Scottish (1923) 
Royal : 
British & Foreign (1909) 
Warden (1913) 
Legal (1916) 
Liverpool, London & Globe (1919) 
Yorkshire : 
United Legal (1909) 
London & Provincial Maritime (1913) 
Premier (1913) 
Guarantee Society (1914) 
Commercial of Ireland (1922) 
London Assurance : 
British Law (1917) 
Vulcan Boiler (1920) 
Guildhall’ (1931). 
London & Lancashire : 
Standard Marine (1907) 
Australian Alliance (1909) 
Marine (1917) 
Law Union & Rock (1919) 
British Fire (1923) 
Colonial Mutual (1927) 
Pheenix : 
Law Life (1909) 
Union Marine (1911) 
Northern Maritime (1917) 
London Guarantee (1922) 
84. The capitals of the twelve companies with the 
largest share capital, in 1931, are shown as follows: 
Share Capital. 
Subscribed. Paid-up. 


4,519,110 
4,500,000 
3,792,795 
3,639,310 
3,540,000 


2,998,425 
2,400,000 
2,200,000 N 
2,059,971 1,024,578 


246,350,361 E16, 709,824 


85. It will be observed that the only company in 
the above list whose subscribed capital is fully paid 
is the Commercial Union, and that in respect of the 
remaining eleven companies no less than £29,640,537 
is represented by uncalled capital—a substantial 


550,000 


reserve to the companies, but also a remarkably 
heavy, if ignored, liability of the shareholders. 

It will further be observed that no scientific 
relationship between paid-up and subscribed capital 
is apparent: on the twelve companies it works out 
at 36 per cent. 

86. While economies have certainly been effected 
by many offices, the available figures suggest a slight 
increase in working expenses. A material reduction 
in premium rates during the past few years has been 
of benefit to the insuring public. 

87. The estimated loss of capital to shareholders 
in each of the last ten years has been stated to be: 
1921 ee oe £1,633,147 
1922 4,719,076 
1923 749,437 
1924 153,000 
1925 375,509 
1926 1,586,019 
. es ove os 47,873 
1929 258,972 
1930 oe * oe 480,300 
1931 ee oe oe 22,000 

£10,025,583 


Of this total £1,955,091 appears to have been lost on 
transfers to other companies, and £8,070,492 under 
liquidations. 

88. The bases upon which ten amalgamations have 
been effected during the last few years, set out on 
page 504, indicate that the absorbing companies are 
prepared to agree to generous terms, being no doubt 
largely influenced by the magnitude of the premium 
income to be obtained :— 

Fire Offices Committee. 

89. No review of the subject would be adequate 
without a reference to the operation of the Fire 
Offices Committee. Other controlling committees, 
performing similar functions, act in respect of 
Accident and Life Offices. 

90. The Fire Offices’ Committee has been in 
existence more or less in its present form for some 
seventy-five years. Its membership comprises some 
104 offices operating in the home country. Because 
of this membership such offices are known as and 
generally styled Tariff Offices. The work of the 
Fire Offices’ Committee consists of :— 

(a) Collecting statistics relating to the aggregate 

experience (t. e., premiums collected and losses 
paid) of all the offices forming its membership 


in respect of any class or classes of risk to be 


reviewed. 

On the result of the experience mentioned in 
(a), compiling rates, conditions and warranties, 
&c., for each class of risk. The result is seen 
in the issue of what is termed a tariff such as 


“ shipbuilders’ tariff,” metal workers’ tariff. 


Similarly old tariffs may from time to time 
come under review and be re-issued in different 
forms, and probably ratings increased. To- 


day there are close upon 100 different tariffs 


(fre) applicable to different industries. 


Probe ee FE, SEs 
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(c) Framing rules regulating re-insurance business, 
arbitrations, commissions payable to agents 
and general rules applicable to all tariffs. 

(d) Framing forms of policy and general conditions 
of insurance. 

91. The Committee meet regularly and the pro- 

cedure is that 

(a) The chairman must be entirely unconnected 
with any fire insurance company (the chairman 
usually belongs to the legal profession and he 
has no vote). 

(b) Each membership office has a representative 
present and they as a body decide and vote 
on all matters. 

92. The membership of the Fire Offices’ Committee 
or Accident Offices’ Association is not of itself a 
guarantee of the financial stability of a company. 
Some thirty years ago, I believe £15,000 to £20,000 
paid-up capital invested in safe and realisable 
securities was considered sufficient evidence of 
stability, and under the Assurance Companies Act, 
1909, £20,000 deposit with the Government became 
necessary before a new company could operate. 
To-day all reputable companies, whether tariff or 
non-tariff, demonstrate a much higher standard. 

98. Membership of the Fire Offices’ Committee or 
Accident Offices’ Association merely implies agree- 
ment to stand firmly to the rates and conditions 
issued from time to time by the two Tariff Associa- 
tions. In commercial language, it is a price main- 
tenance scheme. There can therefore be no reflection 
in general upon the companies who remain outside 
the Tariff Associations, which have become known as 
Non-Tariff Offices. In Great Britain there are some 
ten non-tariff offices operating, and generally speaking, 
they are comparable in strength to any tariff office. 
There are also some thirty more companies outside 
the tariff, but these are mostly mutual or denomina- 
tional and were formed at different times to combat 
the increasing tariff rates. 

94. The real key to any insurance company’s 
financial strength is not the fact that it is tariff 
or non-tariff, but the ratio of— 

Funds to Premium Income ; 
Assets to Liabilities. 

The larger the premium income the greater the 

liability, and therefore premium income in itself is 


no guide. 
Bund SOcreTIES. 

95. An aggregate balance sheet of all societies for 
the year 1931, contained in the report of the Chief 
Registrar of Building Societies dated May 6th, 1982, 
indicates the important position which building 
Societies have attained as financial institutions. 

Liabilities. £ 
Capital .. 302,870,608 
Deposits .. 44,589,795 
Lans 6, 938,639 
Undivided 

Profits. 17,815,918 


£371,164,960 


96. The rapidity of modern growth is indicated 
by the fact that during the ten years ended 1930, 
the additional capital subscribed was 4167, 687, 786, 
an average of E16, 768,778 per annum. 

97. The security in the mortgages is very great. 
Apart from the fact that the value of the property 
under mortgage, at the lowest estimate, must be in 
the region of 400 millions sterling, the spread of the 
risk furnishes a super - gilt-edged security, enhanced 
as it is by the operation of the redueing tables. Thus 
the £316 millions outstanding on mortgage are 
classified as follows: 

(a) Mortgages of en and 
under 0 oe 

(b) Mortgages between 5 
and £5,000 ee 47 ie 

(e) Mortgages over 45,00 ͥ 10 os 

98. Two or more societies may unite and become 
one society, with or without any dissolution or division 
of funds, or one society may transfer its engagements 
to another, subject to three-fourths of the members 
of each society present at general meetings assenting 
thereto, and to concurrence in writing of the holders 
of not less than two-thirds of the whole number 
of shares of each society (Building Societies Act, 
1874, Sect. 33; Building Societies Act, 1894, Sect. 19). 

99. Amalgamations are somewhat rare. The latest 
(1931) was that of three societies in the Midlands, now 
united as the Birmingham Incorporated Building 
Society. Special difficulties had to be overcome in 
this particular amalgamation, owing to one of the 
societies being really a land society. The result of 
the amalgamation has been a reduction of working 
expenses, while the profits have been fully maintained. 

100. The amalgamation of the Halifax Permanent 
Building Society (largest in the world) and the 
Halifax Equitable Building Society was completed 
on February Ist, 1928. 

The Halifax Permanent was 
founded in the year 1853, and at the date of the amal- 
gamation its assets were £32,936,509. The Halifax 
Equitable Building Society was founded in 1871, and 
the assets were £14,044,972, the combined assets of 
the two societies being £46,981,481. The union was 
a perfectly natural one and took place under con- 
ditions which were peculiarly favourable, because 
the two societies had developed side by side in the 
same district for a period of more than fifty years. 
The results of the amalgamation very soon proved 
to be wholly beneficial to the members, and afforded 
opportunities for effecting considerable economies in 
administration expenses, advertising, branch premises 
and other directions. 

Striking evidence of the success attending the 


£259 millions 


fusion of the two businesses is shown by the fact 


that the combined assets of the societies on 
February Ist, 1928, namely, £46,981,000 rapidly 
increased year by year and now amount to over 
£85,000,000. 

101. The larger societies have the advantage of 
spreading their risks in respect of mortgage assets, 
but in this matter reliance must be placed upon 
surveyors’ valuations, Where reasonable care and 
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of the new company should exceed £4,000,000, The 
actual profits of each year, after deducting reserves, 

102. As to relative working expenses, a calculation both general and obsolescence, set aside out of 
made by Mr. James Brace, B.Sc., LL. B., gives the profits, were :— 
following results: £ 

Simple Average of . 4,158,247 

Costs of Administra- 4,488 243 
5,397,841 
4,629,757 
3,668,685 
4,915,428 


skill are not exercised by a surveyor, he has been 
held liable in damages. 


Fa | 


— 
— 
oOo 


Average Value of Assets. 


REx ck 


7 


1931 
1932 50 ae 
The carry-forwards are ignored. 
At least two factors are worth consideration in 
looking at this exceptionally creditable achievement, 
107. The capital, originally £56,802,996, was 
£3,000,000 increased by the following amounts in the years 
£5,000,000 „ £10,000,000 .. ee d indicated 
E10, 000,000 „ 20,000, 000 oe d £ 
£50,000,000 „ £60,000,000 . 1,366,853 


Up to £200,000 
£200,000 to 
£400,000 
£600,000 

£1,000,000 
£2,000,000 


£400,000 .. 
£600,000 .. 
£800,000 .. 
22,000,000 
23,000,000 
44,000,000 


The investigation was made on a 


somewhat limited 


basis, but it is nevertheless of value, pending a 
promised report of a more exhaustive nature. 

103. The individual share capital and mortgages 
of societies with over ten millions of capital was, in 
1930, as follows: 


Abbey Road os 
Woolwich Equitable 

National ° * 
Co-operative .. oe 


Capital. 
£ 
58,649,614 
27,505,876 
14,540,177 
11,442,113 
10,723,669 


Mortgages. 
£ 
52,902,784 
27,944,275 
15,066,864 
11,791,693 
11,306,607 


104. Generally it may be conceded that the larger 
societies gain very materially in 
(a) Obtaining properly qualified officials, a point 
of paramount importance. 

(b) Economy in establishment expenses. 
(c) A wider appeal for funds. 


1927 

1928 

1929 

1930 

1931 

1932 oe oe 
These figures are cumulative. 

108. The profit return, after deducting amounts 

set apart to reserves, depreciation and obsolescence, 
on the share capital (taken as on the first day of 


8,942,665 
19,678,763 
19,868,834 
20,295,199 
20,345,338 


7.3 per cent. 
7.7 0 
8.2 
6.1 
es os oe -- 48 
1932 oe oe . 64 
The dividends actually paid were :— 
Preference Ordinary 
Per cent. Per cent. 


iii k! 
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(d) The avoidance of too great a dependence upon 
local influences. 


(e) The spreading of risks, and the consequent 
operation of the law of average. 
CHEMICALS. 

105. Taking one of the more recent English 
mergers (Imperial Chemical Industries, Ltd.), we have 
a period of six completed years upon which to 
endeavour to base a judgment. 

In our consideration of the figures we must keep 
well in mind the difficulties of the period covered 
—a period of extraordinary depression, especially in 
the last three years. According to the Index Number 
of Profit prepared by Sir Josiah Stamp (The Times, 
July 20th, 1932), the general return upon capital 
as a whole fell from 106.5 in 1927 to 90.0 in 1931, 
and the return for risk-bearing capital (ordinary 
shares, &c.) from 111.4 in 1927 to 73.3 in 1931. 
The index relates to aggregate profits, and is based 
on a figure of 100 for 1924. 

106. The promoters of Imperial Chemical Industries 
in the “ Invitation to accept shares” of Decem- 
ber 15th, 1926, expressed the view of the chairmen 
of the four participating companies that, after 
making due provision for reserves, the future income 


1927 
1928 
1929 
1930 
1931 
1932 
109. Bearing in mind that in the capitalisation of 
the company the exchange value of the shares was 
arrived at after taking into consideration future 
earning capacity and estimated increased profits, 
the achievement of the company, in view of the state 
of world trade, is quite noteworthy. It should be 
mentioned that in 1931 one million and a half sterling 
was transferred from general reserve to obsolescence 
reserve, and utilised to write off holdings in sub- 
sidiaries, while a sum of half a million sterling was 
taken from the general reserve for a similar purpose. 
In 1982 holdings in subsidiaries and other assets were 
written off to the amount of nearly four and a half 
millions sterling by the application of a part of 
the obsolescence reserve and by a withdrawal from 
general reserve. Over thirteen millions sterling, 
however, had been credited to the general reservé 
from profits and capital accretions during the six 
years, These adjustments have left the obsolescent 
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reserve standing at four millions sterling and the 
general reserve at nine and a half millions sterling. 

110. From the point of view of the investor, our 
brief review appears to demonstrate great strength 
on the part of the company. 

From the aspect of costing, clearly a reduction 
must have been effected, with a general resultant 
consequence of a fall in prices to the consumer. I 
have compared the prices of 137 classes of chemical 

ctions for the year 1925 (prior to the merger) 
and for 1932, and find a material price reduction in 
over two-thirds of the commodities manufactured. 


III. There remains for consideration the important 
question of labour. The closing of redundant works 
must have thrown thousands of men on to Unemploy- 
ment Insurance benefit, but all the available evidence 
gems to demonstrate that both workmen and 
officials, whose retirement became inevitable, were 
treated with a consideration characteristic of the 
traditions of the original combining firms. 

112. The figures are set out in Table VI. of the 


appendix. 
SHIPPING. 


113. It is not possible in this paper to do more than 
refer briefly to the scheme of arrangement carried 
through last year between the Royal Mail Steam 
Packet Co. and certain of its subsidiary and associated 
companies and their respective secured and un- 
secured creditors. The scheme is not a reconstruction 
of the group, and its terms do not apply to some of 
the companies associated with the Royal Mail 
group. The scheme applies directly to only fifteen 
companies with a total paid-up capital of £47,000,000, 
of which approximately £16,000,000 is held by the 
public, whereas the whole group comprises thirty- 
seven companies with a total paid-up capital of 
£82,000,000, of which approximately £26,000,000 is 
held by the public. The shareholders of the com- 
panies concerned have no voice in the affairs at 
present, and their role is one of passive acquiescence. 
The creditors’ claims, which are affected directly or 
indirectly by the scheme, approximate to £48,000,000, 
and the effect of the scheme will be the withholding 
by the creditors of their rights until December, 1934. 
The only criticism I would venture to make is that 
the duration of the scheme, thirty-three months, 
seems hardly long enough to determine its success 


Table I, Paragraph 5. 


in dealing with the chaotic and conflicting claims 


and in ascertaining the potential earning power of the 
companies involved under normal trading conditions. 
COMBINES AND LABOUR. 

114. This aspect of the question is rather beyond 
our professional experience, but anxiety is naturally 
felt at the continued tendency towards the displace- 
ment of labour through rationalisation. We have 
come to see that the actual employment of men for 
employment’s sake is a valuable factor in national 
life, and I regret that technological unemployment ”’ 
cannot be a temporary phase, as in the early days of 
the Industrial Revolution. 

On moral, psychological and financial grounds we 
cannot afford to have industry, through taxation, 
supporting a considerable percentage of unemployed 
persons capable of work. This decade has revealed 
the immense capacity of finance, organisation, science 
and labour for the production of natural and manu- 
factured products. Accepting the tendencies towards 
technological unemployment and the continual 
increase of output, I suggest a new standard of 
thought may be required in the future in regard to 
hours of labour, the organisation of work and the 
amount of leisure time. 

ConcLUDING REVIEW. 

115. Sir Arthur Salter, in discussing the effect of 
large-scale organisation in relation to the economic 
crisis, considered that to some extent we had lost 
the advantages of free competition, while not securing 
the advantages of a deliberate system of large-scale 
planning. He believed it was possible to combine 
private initiative with an element of deliberate 
planning. I am not clear as to the practical implica- 
tions of such a policy. It may be thought that, in 
pursuance of a scheme of economic planning, the 
extension of combines is inevitable ; but if I do not 
mistake the present temper of the public and share- 
holders generally, I perceive a distinct reaction 
against the extension and expansion of combines to 
the exclusion of business carried on in smaller units 
on a more independent basis. 

116. We are living in times when prophecy is as 
difficult as it is dangerous, The combine movement 
has come to stay, but alongside of it we may reason- 
ably hope that mankind will receive a generous 
measure of goods and services supplied by individual 
enterprise as well as by efficient combines. 


SUMMARY OF TWELVE CAPITAL REORGANISATIONS, 1928 to 1931. 


Capital Capital tal Further Total 
prior to written — Capital Reorganised 

Reorganisation. down. Re-organisation. Issued. Capital. 
s. d. 8. d. £ 8 4 8. d. £ s. d. 
Sir William Arrol & Co., 4 10 700 0 2 — 0 548,680 0 0 4 884 0 0 
Partington Steel & iron Co., Lt 1,600,000 0 333 6 116,666 18 4 | 810,607 15 936,274 8 4 
Pearson & Knowles Coal & iron Co., Ltd. — | 1608500 0 0| 1,344,741 13 263,758 6 8 | 115,000 0 378,758 6 8 
Baldwins, Ltd wha pe genie 5,947,848 0 0 3,786,431 18 J 2,161,416 2.0 | 987,140 8 0} 2,198,556 10 0 
Crosses & Winkworth Consolidated Mills 4,000,000 0 (000,225 10 999,774 10 0 | 200,000 0 0 1,199,774 10 0 
129 The Rover Co, Lidl. 1,050,000 0 630,000 0 420,000 0 0 — 420,000 0 0 
Whitworth Securities Co., Ltd. 10.012,00 © 0| 9,499,687 10 512,812 10 0 000 4,962,812 10 0 
teel Products, Ltd. 450,085 10 396,378 9 58,657 1 0 | 441,167 19 494,825 0 0 
lute Industries, Led. x. | 4,500,000 0 0} 2,850,000 0 0| 1,050,000 0 0 = 1,650,000 0 0 
ee 2,850,000 0 827,500 0 ( 1,022,500 0 0 — 1,022,500 0 0 
Beardmore & C., Lid. 8,925,224 0 0 2.885,112 0 O| 1,040,112 0 0 2.114,87 0 0 3.154.959 0 0 
W981 Barrow Hematite Steel Co, Lia. 916,965 0 812,500 0 104,465 ö 0 | 501,854 0 696,319 0 0 
87,587,772 10 0| 28,693,930 7 0! 8,803,842 8 0 (8,760,617 2 0 17,663,459 5 0 

76 per cent. 
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Table III, Paragraph 60. 
Srarisrics or Pam-ur Carrral OF COMPANIES on THE 
REGISTER aT THE Boanůn or Trape. 
All Companies on the Register, Public and Private, 
(Private companies were first recognised 1907,) 


109,141,619) 413,778,857 


1,662,641,416 

2,178,619,734 

8,508,012,486 

4,470,366,797 

4,636,613,382 

4,857 ,742,862 

4. 977,914, 238 

5,200, 126,008 

5,484, 449,672 

5,514,773, 901 

Public Companies on the Register 
1926 16,240 3,180, 459,019 


77,098,194 
4,775 


a: 


1927 16,556 
1928 16,735 
1929 16,922 
1930 16,263 


8,389,989,518 


3,516,634, 77g 


3,697,934, 162 
3,893,937, 840 


160,284, 44 43, 008, 666 203,893 
88,862,857| 30, 0h, 40 127,885 


15,737,85 
11,023,5 


9,202,09 


1931 13,564 3,896,668, 416 
Private Companies on the Register 
81,348 1,456,154,363 
85,375 1,467, 753,344 
88,994 1,461,279,485 
91,776 1,502,191,936 
95,598 1,590,511 ,832 
98,731 1,618,105,485 


Table IV, Paragraph 61. 
Proportion OF Private ro Pusiic CoMPANIES, 
December 31, 1931. 
No.on Per Per 
Register cent. Capital cent. 
Public Companies 15,564 14 £3,896,668,416 7¹ 
Private Companies 98,731 86 1,618, 103,483 


Total 114.205 


2,770,000) 


32385 


Seis e 
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85,864,132) 


160,189,004 


100 5,514, 773,901 


172.06, 41 
118,684, 2 


one 


Table V, Paragraph 65. 
TRADING Resutts or CoMBINES. 
Net profits of 8 combines for the year ended Decem- 
ber 31, 1981 (or nearest availeiie date), compared with 
the net profits of 2,017 companies as shown in the Econo- 


mist. 
i Total Per 
Preference Net cent. 
Ordinary Profits T 
Capital 


U 
* 


36,771 
38,019 


136,295,317 


Amount Capital 


° .. 26,000,000 £399,968 67 
8,682,121 289,478 8.3 


4,871,906 168,488 35 
636,168 12 


peeps hatte 
Industries 


. 77,098,195 *4,408,290 5.7 
. 6,288,127 360,879 5.7 
. 14,188,750 1,738,805 12.3 

7,851,251 —711,413 —97 
7,285,608 41 
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os £176,990,660 
—— 


2,017 Companies 42,438, 170,964 139,436,950 5.7 


* The Economist has arrived at this figure by the 
of the year and ded i 
. My computation, used e > 
profits at £3,668,685, being the amount of the profits less 
the depreciation and obso provided. 
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tible VI, Paragraphs 105/112. 
IMPERIAL CHEMICAL INDUSTRIES, LTD., Analysis of Accounts, &c., 1927-32. 


1927 1928 1929 1980 1981 1932 Total 
ling dad ae tee 58,160,840 63,745,061 76,481,759 76,641,830 77,008,195 nalsss, . 
Naht forward n 82,680 108,807 349,026 653,483 516,825 
Mw we wee wens 4% 24 5,097,881 | 6,502,340] 5,129,757 | 4,668,685 | 6,415,423 | 83,280,810 


_ £5,322,168 


£4,567,224 _ £6,611,147 


1,000, 
200 08 
3,544,948 
516,825 
£5,322,168 


2 8 PR r 1,145,501 1,104,550 1,407,755 1,554,554 1,583,416 1,586,751 8,472,527 
(adinary 1930 eee a 6 per cent. 2,635,602 2,812,690 3,383,964 2,615,281 1,961,532 2,615,376 | 16,024,445. 
1931 ow ées 4% per cent. 
1932 ose ose 6 per cent. 
1927 ous ove 1 per cent. 
Deferred < 1928 wie ae : per — 169,133 178,509 217,353 ; 564,905 
eee wee cen 
la tetpect of further shares — — 826 997 1,823 
3,950,236 | £4,186,575 £5,010.069 | £4,160,835 £3,544,948 £4,202,127 068. 700 


575,479 
2,500,000 415,383 


500,000 


4,196,980 18 787,008 

1.00 % |—1,000,000 |—2'500,000 

— 500,000 — ‘725,000 |—1'225,000 

£700,000 | £7,300,000 | £4,725,000 — —2,000,000 |—1,225,000 | 9,500,000 
ee — ũ ð — — 


Transfers from Profit and Loss Account 

Capital Accretions 

Total Reserves (after writing off 
£6,225,000) 


Table VII. 


Contes. IssvEs, 
(By Prospectuses or Offers for Sale.) 
Total offered for subscription (excluding conversions). 


573,675,653 1929 2 ee . 285,289,400 


1923 ee * ** 271 399,173 1930 — * ** „* 267,800,700 
1924 os ote . 209,326,101 1981 oF 8 . 102,044,291 
1925 ** * * 232,214,500 1982 ee ee * 188,909,963 


1926 es oe . 280,782,600 
1927 sti 5 . 855,165,970 Taken from the Economist, February 15th, 1930, 
369,058 ,073 and February 4th, 1933. 
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Table VIII. 


MONTHLY STATEMENT OF AVERAGE W000'S ani 1 OF LONDON CLEARING BANKS 
s omitted 
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Bank 


Ltd. 


Hy 
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2 E [Hees in i 


Capital 


1924 State Assurance 


a 

5.000 <i 8 

44,823 -g- £1 
fully paid 

125,000 Ords., £1 
4s. 

each, 


ly paid 
120,000 £5, £1 paid 
100,000 £8, £1 paid 


50,000 £5, £1 paid 


200,000 £1, 4s. paid 
700,000 £1, sa 
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5 || a Po 
2 Tux i 
: Fr; 
5 Barclays Gl Martins | Midland | National | National | Westmin-| Williams | D 
| 1932, September Bank | Coutts | Mills = Bank Bank Bank | Provincial Bank | Deacon's | 
888 Ltd. | &Co. | &Co | i Ltd. | Ltd. Lid. | Bank Ltd| Lad. | Bonk Tal ti 
i d cl 
} ear 7 6 7 7 7 7 7 7 7 7 1 
| — Be — | 87 1 os2 | 37,320 002 27 
e 3 „938 559 3, . 8,190 42, 3,027 „630 28,468 3,384 1 
: in course of collection 
| Derr — 6,630 476 685 6,122 1,660 6,283 158 6,346 6,386 0 
nl eee * 
b Items in Trans..“ — ~ — 2.205 630 2 — — — — of 
: Money at Call and Sho 
: Notice ... ... . 21,407 2,171 3,769 | 20,287 5,714 | 17,139 5,205 | 15,476 | 17,907 4,478 
Bills Discounted. 68,683 3,482 398 | 89,557 | 10,435 | 90,815 1,818 | 50,277 64,807 2.914 B 
Investments | end 7°58 4315 | 11,088 | 56,841 | 28,031 | 74,007 | 15,866 | 48303 | 59,365 8,606 . 
and other Accounts . 159,247 8,072 | 10,882 | 152,043 | 30,220 | 177,506 | 15,431 | 125,436 | 110,921 | 12,082 
Lisbitities of Cus — lf 
p lk yale Ge 561 1,713 | 24,258 3,302 | 12,934 19 5,798 | 10,541 1,562 
Bank Premises Account. 7,205 412 695 7,938 2048 10,810 772 7,198 5,864 1/047 E 
Investments in Affiliated 
Banks E on — 4.171 — 7.204 — 2,514 2.902 a St 
21,08 32,212 | 401,646 | 91,130 | 438,880 $16,431 | 35,375 B 
Ratio of Cash to Current — B 
Deposit and othe: 
Accounts... — 8.43 10.57 ry 10.14 sai 7.84 nw | me | 10.86 | 
St — N 8 | P 
capital paid up. 15,858 1.000 1,060 | 15,810 4,160 | 14,248 1,500 9,479 9,320 1,875 | 
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Wa = — = 5 18 — 1,266 — — 
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— — N 
£380,500 | £21,048 | £32,212 | £401,646 eee £438,880 £297,979 _| £316,431_| £35,375 — 
. — — — — — —— NO q 
Paragraph 88. 
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Report of Committee appointed to inquire into 
London Bread Prices, August, 1932. 

Report of the Treasury Committee on Bank 
Amalgamations, 1918. 

“ Present-day Tendencies of Industrial and Com- 
mercial Development.“ Lecture by W. H. Coates, 
LL. B., B.Sc., Ph. D. Incorporated Accountants’ 
Journal, March, 1928, p. 202. 

“ The Service of Accountancy in the Present Age.“ 
Lecture by C. Hewetson Nelson, F.S.A.A. Incor- 


* porated Accountants’ Journal, October, 1930, p. 15. 


“ Rationalisation of Industry.” Lecture by Percy 
H. Walker, F.S.A.A. Incorporated Accountants’ 
Journal, November, 1980, p. 54. 

“ Modern Development on L.M.S. Railway, 1932.” 
Modern Transport Publishing Co., Ltd. 

The Economist and The Statist.—Various articles. 

Stock Exchange Official Intelligence (yearly). 

“The Amalgamation Movement in English 
Banking, 1825-1924.” by Ernest Sykes, B.A. 1926. 
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Published Accounts of the following combines: 
Associated Portland Cement. 
Amalgamated Anthracite. 
Associated Electrical Industries. 
Cables and Wireless. 
Turner and Newall. 
Unilever. 
United Molasses. 


Discussion on Mr. Hewetson Nelson’s Paper. 
Mr. WALTER A. Rew, C.A., LL. D., in opening the dis- 
cussion, said that Mr. Nelson had covered the subject from 
many angles—if not from all possible angles—and he was 
assuming that they would expect from him only a general 
line of thought to bring out the phase of the problem most 
appealing at the present day. Mr. Nelson clearly accepted 
the need of combinations with the general preamble of 
stability of prices, improved quality, economies in cost, 
and with scope for scientific research, while (paragraph 49) 
he stressed the “ inherent prejudice of the public against 
combinations”’; and again (paragraph 116) he wrote 
The Combine movement has come to stay, but alongside 
of it we may reasonably hope that mankind will receive 
a generous measure of goods and service supplied by 
individual enterprise as well as by efficient combines.” 
In the former quotation, said Mr. Reid, the writer had 
spoken of combinations and in the latter combines. His 
meaning, however, was unmistakable ; though combina- 
tions would include combines and associations, cartels 
for price-fixing, selling areas, pools, quotas, &c., &., the 
word “ combinations ” might also refer to clothing the 
subject! In paragraph 53 Mr. Nelson had stated The 
experience of older combines shows that deficient 
ment and over capitalisation have been the two — 
points.“ On the historical side Mr. Nelson's review 
seemed to be most exhaustive, as his criticism and his 
suggestions were of great practical importance. He would 
say at once that he was not going to write a treatise, nor 
was he to specify the virtues or errors of any of the com- 
bines or associations, but try to lead on to the problems of 
everyday needs. In the price of an article, four voices 
were required, with varying tones of intensities. They 
were: (I) Labour, with the loudest voice of all; (2)Brains 
and enterprise, with restraint ; (3) The Capitalist—i.c., 
the shareholders—more or less quiescent but they could 
be shepherded and led by leaders, more or less genuine ; 
(4) The patient and good natured consumer. And there 
was an intensified new force, in the modern power of the 
Press. He was prepared to admit the present day need 
of Capitalist Combinations in Industry, though only for 
the mighty populations, the masses of individuals, with 
increased demands for a higher scale of living, manifold 
requirements, for luxury, for comfort, for technical 
education, for recreation, &c., &c. They all necessitated 
new organisation, in management, in service, in the arts, 
in research, in inventions, in pro —all which were 
seriously affecting old standards of the domestic hearth 
and of craftsmanship. He said, in passing, take (1) the 
tobacco combinations. The quality was good and the 
price was cheap. The slight competition was doubtless 
welcomed by the tobacco magnates. Their aim was 
phical selling areas. Let them beware of women’s 
hions! If the ladies ceased to smoke and returned to 
chocolates, what then for the dividends? Take Levers ; 
in its foundations and great ramifications, at first concen- 
trated, then wide, and then wild. The great pioneer 
desired to buy the world. First, he sold margarine cheaply 
for many years, but it was not for love of his customers, 
The size of the unit meant an annihilation of local effort 
and incentive. With experience, the railway tes 
might soon again come into favour by new and 
cutting down of capital assets not represented real 
values, but the cost of reconstruction would be 
and reactions far reaching. There were visible signs of 
existing combines rectifying their errors in 3 
in sounder policy regarding diversified unrelated 
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activities. in practical as against theoretical qualifications 
for management, and in full co-operation, industry with 
industry—not crushing out but rather encouraging com- 
petition, with the greater chance of progress through the 
stimulation of healthy rivalry. The ideal unit was when 
there was one co-ordinating personality with the instinct 
of decision and a practical knowledge of details—a man 
who would not, for example, have allowed the Vickers 
Engineering combine to try and carry on a cotton mill. 
In that case £2,000,000 to £3,000,000 had to be written off 
capital. Would such a person have permitted the setting 
up of watertight compartments in management without 
co-ordination ? He had met cases where stocktaking was 
carried out from the office books. It could not be denied 
that the aim of a combine was to snatch a monopoly— 
snuff out all competition. Disastrous results from these 
efforts had been frequent. A monopoly generally carried 
the seed of its own decay—in staleness and rivalries 
of huge staffs; also nepotism and inter-marriage of 
rsonnel without fresh blood. Railway companies had been 
lamed for that. Besides, a challenging monopoly would 
one day be attacked by the patient consumer; and 
Balaam’s ass would speak! This question of Government 
regulation was always present, and while great combines 
permitted competition (though slight) and provided 
quality with price—e.g., tobacco or soap, there would be 
no need for Government interference and far less for much 
dreaded nationalisation. Two plain problems of common 


knowledge were :— 
(a) Price to the public ff * oe 2s. 
„ „ Producer * os 
To the middleman 100 per cent. „ “Is. 
Was that fair ? 


(b) How to let the manager manage and the 
director direct? It was fundamental; but there 
was not the time to enlarge on those conditions of 
successful achievement. 


Was there superabundance of food, &c., in the world 
to-day ? No, if the needs of Central Europe were met, 
the surplus stocks would melt like snow in summer. Oh! 
those ex hinese puzzles! Sir Arthur Salter 
remarked :—‘* I perceive a distinct reaction against the 
extension and expansion of combines to the exclusion of 
business carried on in smaller units on a more independent 
basis. There was profound interest in watching the 
proposals to save the world to-day by violent and speedy 
methods, glorifyi the masses and leaving out the 
individual who still bore the responsibility. Wait and see. 
Doubtless the suspense or modification of democracy was 
required just at present. There was no system perfect ; 
but hear the text of the Poet— 
For forms of Government let fools contest; 
Whate’er is best administered is best. (Applause.) 
Mr. G. R. Freeman, F.C.A., said that one’s first impres- 
sions on a perusal of the paper were that the author had 
given them the benefit of deep research and had collected 
a mass of instructive and interesting information, the 
detailed discussion of which would be impossible within 
the limit of time available during the Congress. For his 
own part he proposed to treat it as far beyond an address 
and more in the nature of a work of reference. He con- 
gratulated Mr. Hewetson Nelson most heartily on his 
splendid contribution to their deliberations. Further 
consideration of the paper rather led to the conclusion 
that Mr. Nelson had not fully justified his assumption in 
paragraph 2, that “ Capitalist combinations are a genuine 
attempt . to improve the general welfare of the 
people.” That quotation reminded him of an opinion he 
ventured to express on a previous occasion to the effect 
that change is not ly progress, and so called 
rogress does not necessarily always seem to be to the 
benefit of the greatest number.“ Undoubtedly there were 
many instances where capitalist combinations had been, 
in the long run, much more harmful than beneficial to the 
general welfare, and the evils had been accentuated by 
the temptation to over capitalisation in some cases. They 
would gather from his remarks that he was to some extent 


an individualist, but at the same time he must confess that 
the tendency to capitalist combinations was bound to 
occur, and was in his view likely to increase rather thay 
diminish. The effect would, of course, be that the “ small 
man would find his opportunities more and more circum. 
scribed, and instead of being the owner of his own business 
he would be in the position of an employee of some greater 
or lesser combination. There would even appear to be 
some trend in that direction in their own profession, and 
the concluding remarks of Mr. Keens yesterday afternoon 
in connection with Sir Albert Wyon’s paper deserved 
careful consideration. In paragraph 23 Mr. Nelson 
referred to the form of combine which he designated The 
Terminal Association.” He, the speaker, thought 
might say that the Shipping Pools, which were so m 

in evidence at the end of the last century, were 
illustrations of this form of combine. Properly eb 
they were protection not only to the producer, but also 
to the middleman, and the consumer, by their maintenance 
of the stability of freight charges, and thereby the fixity 
of one large item of cost to the importer in the overseas 
dominions or in foreign countries. Being loosely knit, 
however, they were usually vulnerable either to outside 
competition or to internal dissensions. Some 25 years ago 
he was concerned in the affairs of a man who, by somewhat 
unscrupulous methods, succeeded in forcing a combine of 
this kind to give him preferential treatment, with unfor- 
tunate results to the traders of the country to which the 
particular shipping lines operated. His action tempor- 
arily forced down the price of a certain commodity in that 
country, with uncertainty as to the future trend, not only 
of price, but also of supplies. That uncertainty greatly 
upset the market, and most of those interested either as 
producers, shippers, or consumers, were relieved when the 
Ring was re-formed and prices again became fairly 
stable, though at a higher rate than had formerly prevailed. 
He called particular attention to Mr. Nelson's quotation 
from Dr. Coates in paragraph 44, and he ventured to 
suggest that many of the combines which had taken place 
since the Great War had experienced some of the pitfalls so 
clearly set out by Dr. Coates. Referring to paragraph 60 
and Table III on page 44, it had to be remembered that 
the expression Private Company was a legal one, and 
embraced not only small concerns with only a few share- 
holders but also a fairly large number of companies with 
considerable capital which were subsidiaries of holdi 
companies. If those subsidiary companies were p! 

in a different category one would imagine that the average 
paid up capital of the remaining private companies 
would show a greater decline than £1,511 between 1926 and 
1931. The banking amalgamations mentioned by Mr. 
Nelson had undoubtedly enormously strengthened the 
financial position, but one heard many complaints as to 
the inelastic attitude of the big five ” in connection with 
overdraft or bonus to small traders and others. It might 
be that, in the old days, private banks were too generous 
in this respect, and that that was an explanation of the 
failures in certain years of the 19th century as recorded in 
paragraph 73. On the other hand one sometimes came 
across apparently harsh refusals for accommodation, and 
the rate of interest charged by the banks did not accord 
with the meagre interest allowed by them on deposits. 
(Applause. ) ’ 


Mr. Walrkn Houtman, F.S.A.A., said before he ventured 
to comment on the paper which had been placed before 
them that afternoon, he wished to acknowledge their 
indebtedness to the writer for the patient research involved 
in the compilation of so comprehensive a survey of recent 
industrial development. The application of accountancy 
principles to that development had been considered yester- 
day afternoon in the paper on “ Holding and Subsidiary 
Companies,” and his only complaint on that score 
was that this paper should have been the prologue to the 
other and not the epilogue. The writer of the paper under 
discussion started with an assumption which in his (Mr. 
Holman’s) view was altogether too wide to be applied 
generally. The writer assumed that capitalist combina 
tions are a genuine attempt to improve the trade of the 
world, to provide the reasonable reward of capital, of 
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enterprise, and of labour, and to improve the 

welfare of the people.” He thought that in making such 
a statement the writer’s wish was father to his thought. 
Whilst undoubtedly such altruism did exist in the world, 
he suggested that it was not conspicuously to be found in 
industry, and he suggested that a truer assumption would 
italist combinations are an attempt to reduce 
and ultimately to eliminate competition. Mr. Nelson had 
quoted examples where that had been the object and the 
eiect of some capitalist combinations, but he seemed to 


He was not going to condemn rationalisation on that 
ground for unrestricted competition might be as harmful 


to the true interests of industry as the entire absence of 
competition, but he did want to point out that as the 


unrestricted individualism of the Victorian Era led to the 
exploitation of the worker, so rationalisation, unrestricted 


rt of that 
impressive 


tely wreck the system. He suggested that 
ee — ock on te pees 
which were inherent in the capitalist system as 
knew it in this country, and when that ceased to exist 
the system itself was in danger. (Applause.) 
Mr. G. E. Watson, F. L. A. A., said he thought they would 
benefits which might accrue from 
combines and realise how necessary they were in many 
life, but they should also seriously 
consider their disadvantages under certain circumstances 
and by discreet advice endeavour to direct their clients 
along the proper course. There was a real danger, in his 
opinion, of assuming that if they could only e a 
Mr Nelaon had rightly pointed out that they migi 
. Ne tly pointed out that they might by so 
. 


tions were permitted. His next point so far as the 
were concerned was that they were in an unique position 
for obtaining the confidence of their customers, and the 


way they were obtaining r — to the 
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undue pressure by the banks was brought to bear 
customer, and that no further inroad was made in 
accountant’s domain until at any rate such time as 
should state that only the accountant in practice 
permitted to carry out those duties which should 
their prerogative. (Cheers.) 

Mons. G. P. J. Hocewec (Holland) said 
the advantages caused by the development 
of scientific research, it could not be i 
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had been opera in for many years. The 
combine no 8 and the 
of that research work much r, but the object 


big business the “small business had continued to 
exist. That was not * in but in many, 
rhaps in all, countries. Was the only reason for that the 
that people in the industries were not persuaded that 
individualism, in relation to business was effete and 
redundant ? He would say “ No.” (Applause.) 

Mr. Goprrey Craven, F.S.A.A., said it seemed to 
him that his remarks were only going to echo what had 
already been said, but he would like to stress one or two 
points which the writer of the paper did not seem to have 
dealt with in sufficient seriousness and which to his mind 
presented a very considerable danger. He felt that the 
writer had not given sufficient importance to the dangers of 
combines. There was no doubt whatever that transport 
and public utility companies should have a certain 
measure of monopoly, but it seemed to him that there were 
numerous cases of the disadvantages even there. The 
English railways had not 


barriers 
disre 


everything which sho any tendency towards enterprise 
for the benefit of industry and trade generally. (Applause.) 
Mr. Davip ALLAN Hay, O. B. E., C. A., said he thought 


their cousins in America or not he could not say, but in 
considering the question of combines and their develop- 
ment, mere size, mere output and mere figures were not 
everything, e 
were making some and encountering some draw- 
backs. He would to them that sooner or later in 
this country a closer watch would require to be kept upon 
combines—a kind of watch which could not be exercised 
at the present time by shareholders whose voice on matters 
of effective control was very small indeed, and he suggested 
that there was a danger in these great combines that where 
they had a very strong personality in control they had the 
elements of great disaster if that personality either ran 
riot or by necessity was removed at a critical time in the 
history of the company. They had seen in this country a 
number of great com with dominating personalities 
running them who had brought the concerns into great 
financial difficulties. It was not possible for them as 
auditors to endeavour to control that tendency. But 
en a Se en 3 e. 
advise industries whether they enter combines— 
whether they should sell out and receive a cash price for 


n DG tp Rl cog 
rests of the client. He that they as account- 
ants should do what they to remedy the worst effects 


of combination and try to maintain the human element— 
the local interests—where they possibly could. (Applause.) 

Mr. Percy H. Waxxer, F.S.A.A., said that Mr. Hewet- 
son Nelson in his excellent paper had given them that well 
ordered array of facts and logical reasoning they 
associated with his writings. Whilst he had not failed 
to point out some of the weaknesses of capitalist com- 
binations he certainly inclined to the view that the trend 
int that he was 
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example given in paragraph 37 where the writer dealt been hampered rather than facilitated by the railway 
with the syndicate formed for the control of potash. No companies. Regarding the vexed question of maintenance 
industrial system had yet been evolved which was free of prices or the protection of producers against unfair 
from the possibilities of abuse in one direction or another, competition—that was an activity in which many of the . 
and unless there existed some check on those abuses the producers themselves had indulged in order to obtain a 
monopoly which everything should be done to prevent. ; 
He could not help feeling that the combines were not 1 
K depression. They could not lightly : 
long years of independence and self-reliance, ee 
and that private enterprise was something they should ] 
strive for. They should do everything possible to prevent 4 
the growth of those large monopolies which crushed out 4 
that to-day they were too much inclined to worship mere 9 
circumstance. Whether they had obtained that from - 
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asmaller undertaking, and a weaker and unprofitable unit { 
was often bolstered up and continued at the expense 
of the larger concern. A in England were proud of 
the strength and security of the British banks, but the _ 
Treasury Committee in 1918 realised that there was a real 1 
danger of a monopoly being created if further amalgama- 
J 
4 
their business or endeavour to carry on, they had got to 4 
1 
industries which in all other respects were totally inde- 3 
pendent of each other, and also to the endeavours of the 
Management Research groups, a great number of whic! 1 
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by the somewhat glib use that had been made from time 
to time of the recommendations of that Committee by 
capitalists who for their own ends had brought about 
combines which in no way benefited the general com- 
munity. After all, amalgamation was only one of several 
recommendations that that Committee made for the 
suggested improvement of trade conditions, and by no 
means the most important. As Mr. Hewetson Nelson 
himself stated, a number of combinations had taken place 
which were not necessarily a response to any sound 
economic principles, but seemed to have arisen from the 
conjunction of opportunity and leadership. It was this 
very conjunction of opportunity and leadership which was 
to be feared because of its consequent risk of exploitation. 
It was icularly noticeable in South Wales where 
practi all the colliery companies, and particularly the 
anthracite collieries, had been combined by means of 
capitalist combinations into one or two groups. Prior to 
these tions local capital was invested and local 
labour employed in a large number of separate companies 
and separate collieries. The combine had closed down 
many of the pits rather than expend further capital in 
modernising their equipment, with the result that in many 
cases the only money which found its way into the mining 
towns and villages was that which the one time colliers 
received as unemployment benefit. It had always been a 
mystery to him why greater use had not been made among 
the great producing industries of the co-partnership 
movement which had proved such a complete success in 
the case of the great gas undertakings. In the co- 
partnership movement, one of the great weaknesses of the 
capitalist combine, viz, the suppression of individual 
development, was avoided. closer co-operation 
between labour and management tended directly to 
develop the individual, whereas the capitalist combination 
must of necessity tend in the other direction. Under any 
form of combine with its consequent growth of the pro- 
ducing unit, the joy of craftsmanship was bound to suffer. 
What man could take real pleasure in creative work when 
his share of it merely consisted in the turning of a portion 
of an engine on a turntable? The growth of multiple 
shops and chain stores and the substitution of the branch 
store manager for the individual shopkeeper had removed 
from their civic life a class of man who, having a definite 
stake in his city was icularly well equipped to direct 
its affairs and ially its finance. He could not help 
feeling that capitalist combines were bad for the three 
following very definite reasons: (1) They were bad for the 
individual, as they lessened his opportunity of advance- 
ment ; (2) they were bad for the civic life of the community 
by the reduction of financially interested ratepayers ; and 
(3) they were bad for the nation as a whole, as the con- 
centration of financial control into a small number of 
immense units rendered the exploitation of national and 
racial prejudices for the benefit of some particular vested 
interest only too easily capable of attainment, (Cheers.) 


Mr. C. M. Dol nv, F.S.A.A., said that large scale com- 
binations, or rationalisation of industry as they understood 
it, so far as this country was concerned, were in nothi 
more than an experimental stage. Consequently they 
not at their disposal that wealth of data, either of a 
statistical nature or otherwise, that would, if available, 
afford them some as to the or dis- 
advantages of capitalist combinations. After all, the 

bable future trend of any movement could 
logically and intelligently be forecast by a consideration 
of past events and where that was not possible they 
descended to the realms of speculation and sheer prophesy. 
Then imi his observations to events in this 


fabric. He suggested that those conditions had clouded 
the issue and to a large extent distorted their vision. 
Obviously with one hundred factories working half-time 
it needed no great concentration of one’s intelligence to 
offer the simple remedy of amalgamati those 100 
factories ; closing down 50 of them and lea the other 


— 


50 to work full time. But were they satisfied, if 
when trade revived to such an extent as to — 
output of those 100 factories, that there had not been set 
in motion an upward movement of prices which might not 
be arrested without State intervention with all its cop. 
sequent evils, The past few years had been years in which 
supply had outstripped demand, and as a consequence the 
risk of extortionate profits being made at the expense of 
the consumer had n negligible. But he submitted 
that the risk would be a serious menace if economic 
conditions once more regained an equilibrium and demand 
became equal to, if not in excess of the supply. He was not 
persuaded in spite of seductive speeches to the 
that capitalist combinations, given the opportunity, were 
likely to refuse large profits when circumstances were 
sufficiently propitious. That, he submitted, was a vital 
aspect and one which must not be overlooked. It could 
not be seriously suggested that the qualities of 
initiative and concentration were to be found to anythi 
like the extent necessary at a time like the present, in the 
combined personnel of a company with a capital of, say, 
50 million pounds. He came from a city in which had 
been built up d the past 100 years a great shippi 
industry, and it been built up by individuals 
names were known in all parts of the world. He desired 
to draw no false conclusions, but it was nevertheless 
ificant that in spite of the tions which had 
en place in that industry, at least one firm had remained, 
to his knowledge, unabsorbed, had not even adopted 
limited liability, and was conducting a successful 
business to-day. In conclusion, he emphasised the fact 
that the information available was not sufficient to enable 
an intelligent forecast of the advantages of capitalist 
combinations to be undertaken, but as yet he had read 
ing nor heard anything which convinced him that 
individualism with its enterprise, its courage and its 
tenacity of purpose, could not or would not, if given 
reasonable freedom from State interference and reasonable 
banking facilities on sane and practical lines, provide a 
solution to the problems ch beset them to-day. 
(Applause. ) 


Mr. ALEXANDER Hannau, F.S.A.A., said his contribu- 
tion to the discussion was more from a desire to pay 
tribute to his fellow townsman, Mr. C. Hewetson Nelson, 
than any conviction that he could contribute anything 

He offered him his 


As they knew, in most cases, new members were co- 
by the existing board (subject to formal ratification by the 
shareholders), and it was most unusual to drop a useless 
director. The question of management of large scale 
industry rage = socialised industry) would soon, 
thought, disclose difficulties in staff promotion 

Most of their present leaders had been discovered by 
competition method, often commencing in small businesses, 
but twenty years hence the then captains of industry would 
have emerged from the ranks of the staffs of the large 
companies, their progress mainly dependent perhaps 
the recommendation of their immediate supervisors 
each stage. If a key position on the scale was 
by a man jealous of his own position or otherwise inca 
they knew what happened. The remedies were, he 
an enlightened vga wee and more 
adequate facilities for r from one de 
branch of the business to another. This privi 


example, the saving grace of the banks 
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felicitations upon the successful way in which he had dealt 
with a subject so very important to accountants. He 
thought it was agreed that rationalisation of industry and 
capitalist combinations were not yet a proved success, 
but perhaps the period of experience was not yet sufficient 
to enable a definite opinion to be formed. There were, 
however, one or two features which to his mind would have 
to receive the serious consideration of those engaged in the 
study of that subject. In all types of large scale capitalist 
combinations in industry there were two points which 
appealed to him particularly. His first point was that he 
thought it was becoming increasingly apparent that in the 
case of the large public company the present method of 
appointment to the board of directors was not effective. 
country—trationalisation of industry had come to the 

front a an abnormal period, a period distinguished 

chiefly in the catastrophic declines in commodity prices 

and a hitherto undreamed of colla of the economic 

r . — 


r re Pf ͤ Tg; —¼ẽPa Ä. ̃̃̃ͤ̃ ͥM TT ̃ w . f i ot v ]³¹¹ß· Bo Q 


§erremBeER, 1933] THE INCORPORATED ACCOUNTANTS’ JOURNAL. 509 


— 


services. His second point was supply of capital. For 
various reasons it seemed to be becomi 


mark. A public issue was expensive, 
not lend permanent capital, and the moderate investor, 
deterred by income tax and death duties, was less adven- 
dus than hitherto, probably feeling safer with public 
rities or large companies. The solution might be 
it would be found possible to establish a series of 
investment companies, which would borrow 
on a large scale by public issue and lend to approved 
panies on debenture. Such a scheme might 
more to revive industry than the famed remedy of a 
. (Cheers.) 
Mr. A. Stuart ALLEN, F.S.A.A., said he thought they 
pt the fact that combines were with them and 
remain with them and tend to add to their number 
ime to time. That being so it seemed to him that 
the main question for consideration was that of seeking a 
method by which that tendency could be controlled and 
directed into channels which would be of the greatest 


range—that of the dominant pe 

to—would, he thought, be the better of the two. On the 

matter of control the question arose as to how they were 
oe Say tee Se Sees 

methods of the past ? He had in mind a Committee under 


wally be built up a body of authoritative opinion 
which would be a guide to those seeking combination or 
amalgamation in the best interests of industry, and a 
deterrent to others actuated by baser motives. (Applause.) 
Mr. Grrerson Macara, F.C. R. A., with some of 
the points mentioned in Mr. Hewetson Nelson's paper, 
that the small r formerly did not put 
ing down in his books to reserves, depreciation, and 
—— 4 Act with all its consequences 
t. that gave the accountant an oppor- 
himself felt in the trading of the com- 
* be activities of accountancy would 
i n. Some of the amalgamations 
had to-day were, of course, too big—like the 
He understood that if a trader in the North of 
for instance, made inquiries about an 
inquiry was sent to headquarters in London, 
was answered a couple of weeks had elapsed, 
meantime the trader concerned had fixed up 
some rival, probably a road rival. (Cheers.) 
Mr. J. Sri Brown, F. S.A. A., said the boast of the 
profession was efficient service. They were 
endeavouring to discuss the question of amalgamations and 
combines, and they must approach the question with great 
„but he was sure caution was the second nature of 
every accountant. tions failed because they 
found it impossible to apply the human touch, and conse- 
quently the spirit and co-operation and personal interest 
Was absent, and no concern could reach success without 
that spirit. He granted them that certain combines and 
amalgamations had endeavoured to overcome that defect 
by introducing Welfare Schemes which in most cases were 
Parochial in essence and pauperising in effect because the 


that if they 

not do so they would lose their jobs. suggested 
should aim at regaining that spirit of confidence 

Test between the employer and the emplayed. 


PPTL! 


Lord PLENDER, G.B.E., F. C. A., said he would like to pay 
his personal tribute to the excellence of Mr. Hewetson 
Nelson’s paper, and as the time allowed was so short they 
would forgive him if his remarks were brief. The move- 
ment in the industrial world towards so-called combina- 
tions, which was not new, had, in some cases known to 
him, proved eminently satisfactory not only to share- 
holders but to customers ; but there were those which had 
failed in not fulfilling the expectations of their originators. 
Failure had generally been due to over-capitalisation, 
shortage of working capital, the merging of units not 
suitable or necessary for the J as a whole, defects of 
management, and want of efficient control, and in certain 
cases through change in public taste, loss of markets 
abroad and severe competition by imports. Individual 
businesses, however, were not exempt from many of 
those risks, and not a few of them had sunk and dis- 
appeared as units. He had known of cases which had 
proved to be greatly to the advantage of the firms or 
companies taken over. General conclusions on that subject, 
as on others, had their dangers, and the old rule usually 
applied that each case required to be considered on its 
merits and judged by results. That was the only sure test. 
He dreaded, as one speaker suggested, further interference 
of Government with trade and commerce. There was enough 
of that already. In ph 63 of Mr. Nelson’s paper 
was an extract from the J Accountants’ 
Journal of November, 1929, which read as follows: 
When one large company absorbs a number of se te 
entities, what were probably a dozen audits by different 
firms of accountants become one audit by a single firm.” 
He ventured to say that that assertion was not wholly 

ustified. In his own experience, he had always done his 

t to persuade directors of large combinations to continue 
to e y the old auditors of individual units, and often 
with success, though not always. (Applause.) 


Mr. Hewetson Nelson’s Reply. 

Mr. Hewetson NxLSsON said that as the Conference had 
another e ment he could not reply in full to the discus- 
sion. He would like, however, to acknowledge the references 
made to his paper, and to assure all readers of it that he 
had appreciated from the first the difficulty and delicacy 
of the subject with which he was dealing. He also 

preciated the — nature of an International Congress 
of Accountants, which did not in his judgment provide a 

tform from which to expound private sentiments. He 
been involved in one of the big mergers, and he 
still felt that on the whole, taking things on balance, 
and in mind the peculiar time through which 
they had n passing, the particular phases of the 
merger had in many cases at any rate served a very 
useful end. He co by acknowledging his personal 
indebtedness to the speakers and his particular 
appreciation of the fact that the Lord President of the 
Conference had taken part in the discussion. 


On the same day, a Paper was read on 
ACCOUNTING AS AN AID TO COMMERCE 


BY 
Professor W. ANNAN, C.A. 
(Professor of Accounting and Business Methods, Edinburgh 
University). 

Mr. C. J. Surerits (President of the Society of 
Accountants in Edinburgh) occupied the chair. 

Professor ANNAN said: 

The subject on which I have the honour to address 
you is Accounting as an Aid to Commerce.” To an 
audience of accountants it may seem futile to discuss 
such a subject. It may be said that accountants do 
not require to be reminded of the many ways in which 
they serve commerce in the course of their practice, 
and that the manner in which they have been com- 
plimented in the past is sufficient proof that their 

e 


enn — (—ð 
| a for small concerns say up to the £50,000 
advantage to the community. That question must 1 
de dealt with fundamentally in the truest sense of the word, 
and it was therefore interesting to consider what 2 
best be called the inspirations to combination. For 
sy — vd we anes to divide inspiration into two 
: ividualistic inspiration, and Govern- 
mental or semi-official inspiration. The individualistic 
the aegis of the Board of Trade, with a constitution some- 
what similar to that of the Board of Referees; that 
Committee to hold sessions from time to time as might 
seem expedient with power to demand information, to call 
Witnesses, and to collate, codify and publish that material, 
and advise the Board thereon ; the findings of the Com- 
mittee to be published subject to the approval of the 
President of the Board of Trade. In that way there would 
; 
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services are effective. It is not putting it too high 
to say that we accountants have been hailed as a 
heaven-sent profession, without which commercial 
undertakings and other institutions, not excluding the 
State itself, would have been very badly off. Indeed 
we have been told this so often that we should be 
excused if we accepted it without reserve and made 
no attempt to ascertain for ourselves if, as a popular 
belief, it is justified or not. We need not quarrel with 
those who thus eulogise us, but, lest we should be 
falling into the unpardonable crime of self- com- 
placency, it is well that we should take ourselves to 
task at times and consider whether, in spite of the 
many useful functions we do perform, there are any 
ways in which we may be falling short. We should in 
fact consider carefully if our service to Commerce 
might be improved, and if so by what means that 
improvement can best be effected ? 

Speaking broadly, we serve commerce—and by 
commerce I mean industrial activity of all kinds—in 
three ways: 

(1) Through those of our members who adopt a 

commercial career, 

(2) Through professional services as auditors; and 

(3) As advisers. 


1. COMMERCE AS A CAREER. 
Training. 

A youth who serves a term of articles or apprentice- 
ship with a practising member of the profession and 
passes the prescribed examinations has an exceptional 
opportunity of qualifying for the higher commercial 
posts. The experience gained in assisting in the 
practical work of the profession and the knowledge 
acquired in preparing for the professional examina- 
tions make a combination which those responsible for 
selecting recruits for the accounting work of commerce 
have not been slow to recognise. 

A professional accountant’s office is evidently 
regarded as a singularly suitable place in which to 
receive a general training in business methods as well 
as in accountancy. There is some truth in the 
conception. The articled clerk or apprentice has a 
good opportunity of acquiring business habits. He 
lives in the right atmosphere. He learns about many 
kinds of businesses, and not the least of his lessons is 
the criticism he hears of the chief actors in the concerns 
whose accounts are being audited or investigated from 
time to time. He is thus led to appreciate the pitfalls 
that beset the man of business on every hand ; he can 
note the methods by which these troubles are avoided 
or overcome by the successful, and the lack of method 
which proves disastrous to others. His lessons are 
extended and enhanced in value if his experience 
includes the winding-up of bankrupt estates or the 
liquidation of limited liability companies. 

If he is fortunate enough to see and have explained 
to him the whole accounting and statistical organisa- 
tion of one or two efficient modern businesses, he will 
observe what an important part the periodical state- 
ments submitted to the management play in con- 
trolling and guiding the destinies of the concern. If 
his duties have been limited to checking the accuracy 


—— 


of yearly balance- sheets and profit and loss 

his knowledge of periodical statistics will be confined 
to what he has learned for his examinations. Compre- 
hensive as these examinations are in this country, and 
they are frequently being adjusted to bring them into 
line with the needs of the day, they do not 
sufficiently stress the importance of business 
statistics.” It may be that the subject of “ business 
statisties as a whole does not readily lend itself to 
written examination papers, and that an oral examina- 
tion on certain parts is necessary, but no such difficulty 
arises in regard to cost accounting which in its wider 


interpretation is the most important phase of statistics, ' 


In this connection it will be interesting to note the 
effect of the recent adjustments on the examinations 
of the English Institute and the Scots Societies of 
Accountants whereby more prominence is given to 
questions on cost accounting. It is a commendable 
movement which in time should have far-reaching 
effects. It must be remembered that tuition in a 
subject is largely guided by the questions set in that 
subject at the examinations, and if the questions are 
limited, so will the tuition be. Moreover, an articled 
clerk or apprentice will take a greater interest and 
search for examples in practice, in a subject which is 
given a prominent place in the examinations. 

Theory and Practice. 

Meantime those who are likely to go into commeree, 
should, while improving their theoretical knowledge 
of business statistics,’ take what opportunity they 
can of observing how the theories they learn are being 
applied in practice. How far such opportunity will 
be open to them will depend upon how far their 
masters are consulted by clients regarding the 
statistical part of their businesses, and that again will 
largely depend upon the attitude adopted by the 
masters towards their professional work to which I 
shall refer later. 

I emphasise this matter because it is now generally 
recognised that the executive of a large commercial 
or industrial concern must be provided with appro 
priate and reliable statistics. They are the chart and 
compass by which the course is marked and the ship 
steered, unlike the annual profit and loss account 
which only tells the story of the year’s adventures, 
and the balance sheet which shows the condition of 
the ship at the end of each voyage. 

The trained accountant who goes into business 
should be able to provide what data is necessary. 
As the right hand of the manager he should be 
prepared to submit to him the kind of statistics that 
will meet the peculiar needs of the business : 

Figures that will show the detailed expenses of 
the business. 
Figures that will show the trend of the business. 
The results of particular parts of the enterprise 
Proof that value is being obtained for what is 
being spent. 
„The effects of advertising campaigns. 
The efficiency of travellers and agents. 
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Comparison with previous periods of the percent- 
age rise or fall in such vital matters as gross 
profit, factory overheads, selling and delivery 
expenses, turnover, &c. 


and particularly, in these days : 


Frequent surveys of the factory order sheet, and 


The effect on profits or losses of a restriction of 
output or an increase in production to meet 
lower selling prices. 

An accountant who is actively engaged in commerce 
should, moreover, in conjunction with the manage- 
ment determine and record the reasonable standards 
of performance in every process or operation in the 
undertaking and provide for the consistent comparison 
of the actual with the standard performance. He 
should be ready to recommend and institute methodi- 
cal investigation of any phase of the business which 
shows a decline in efficiency or failure to keep pace 
with any general trend towards improvement. 

It is impossible to particularise all the kinds of 
statements that will be found serviceable ; anyone 
with accounting knowledge, average ability, plenty of 
commonsense and some imagination will, after 
acquiring an elementary knowledge of the trade 
concerned, readily discover what is best suited to the 
occasion. A flair for statistics is not necessary. 
Indeed a misguided devotion to statistics may be 
dangerous and may result in masses of unrelated and 
meaningless data which lead to nowhere. 

The great advantage of the accounting control being 
in the hands of one skilled in statistics, as well as in 
book-keeping and the preparation of accounts, is that 
he can arrange his system so as to provide the material 
for both the statistical statements and the financial 
accounts without overlapping, waste of time or 
unecessary expense. The thorough grounding which 
he receives in the fundamentals of book-keeping, and 
their application in the different forms that come 
under his observation, will have taught him how to 
evolve a system to meet the needs of any particular 
tase. Slavishly to follow an imperfect existing 
system, rather than think out and introduce a better, 
8 a sign of mental laziness or incapacity, and action 
following upon independent thinking is a habit that 
every young accountant should seek to develop to the 
best of his ability. 

It has been said that a group of figures may be seen 
with the eye but they are meaningless unless they pass 
through the brain. That is true, and should be kept 
n mind by the accountant who is called upon to 
devise and interpret statistical information for the 
xecutive of a business. By reporting concisely and 
intelligently on the favourable and the unfavourable 
conditions disclosed by the figures, he will save the 
Manager’s time and allow him to devote his energies 
do the practical affairs of the business. 


Modern Recording Methods and Appliances. 
Knowledge of the application of statistics to com- 
merce is incomplete without an acquaintance with 


methods; the pen has given place to the machine. 
The introduction of cards and loose-leaves in place 
of the bound volume gave the engineer his opportunity 
and he has replied with effect. In recent years he has 
put on the market machinery which borders on the 
miraculous. The magical powers of electricity have 
been harnessed to the typewriter and calculator, and 
the whole operations of recording sales or purchases, 
posting, adding and balancing, can be accomplished 
by simply tapping the keys of a specialised type- 
writing machine. More wonderful still, by the use of 
punched cards and electric machinery now specially 
adapted to meet the needs of commerce, statistics can 
be compiled in the space of minutes which, by the old 
methods, would take hours and perhaps days to 
complete. 

The demand for more and yet more statistics, 
including complicated returns for State departments, 
has changed the whole style of the business office. 
Even the perspnnel has altered. The social effect, the 
removal of mental effort and the substitution of 
monotony through extreme division of labour are 
outside the scope of this paper. The effect on com- 
merce, with which we are concerned, is that office 
work can be executed more rapidly, up-to-date 
statistics and accounts can be produced in greater 
variety and, provided there is sufficient volume of 
work, at a great saving in cost. 

For the accountant who adopts commerce as a 
career, an intimate knowledge of those developments 
is essential, otherwise he is severely handicapped, By 
observing them he will see new possibilities in the 
production of statistics and the speeding up of the 
costing records, which, as I have already mentioned, 
are of vital importance. The accountant who goes 
into business and keeps himself informed of the 
improvements that are occurring in the character of 
cost accounts in answer to the demands of the busi- 
ness world, will be enlarging his capacity to fill a post 
which is assuming increasing importance in modern 
business. 

In the manufacture of its products each industry 
has its own recognised technique which has usually 
evolved slowly from experience, modified in recent 
times by the findings of the scientist. It would 
obviously be placing an impossible burden on the 
accountant to demand that he be familiar with the 
technical details of each industry with which he is 
concerned. Indeed his education and training may 
not have fitted him for the acquisition of such 
knowledge. 

Nevertheless the accountant in practice, and to a 
greater extent the accountant who has associated 
himself with a particular industry, should acquire a 
knowledge of modern methods of manufacture. He 
should possess a degree of familiarity with the pro- 
cesses of manufacture sufficient to enable him to 
co-operate with the works and factory management 
in devising and developing statistical information. 
In a large undertaking the accountant becomes the 
liaison officer between the works or factory manage- 
ment and the directors who control the policy of the 
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2. SERVICE as AUDITORS. 
Historical. 

It is interesting to note that in the petition for a 
Charter by the Society of Accountants in Edinburgh 
in 1854 there is no reference to auditing as being part 
of an accountant’s duties; it was so mentioned, 
however, in the similar petition by the English 
Institute in 1880. 

Joint stock companies were not unknown in 1854, 
but professional auditors, in the modern sense, did not 
then exist. The Companies Act of 1862 did not make 
an audit compulsory, although Table A appended to 
that Act, as specimen Articles of Association, contained 
audit regulations which any joint-stock company 
might elect to adopt. In 1879, after the failure of the 
City of Glasgow Bank, the audit of banking com- 
panies, and in 1900 the audit of all limited liability 
companies, was made compulsory. 

We have thus had at least thirty years’ experience 
of the auditing of joint stock companies in this 
country, and the volume of work falling on pro- 
fessional auditors may be judged by the fact that in 
Great Britain alone there are over 114,000 companies 
on the official register, with a capital exceeding five 
and a half thousand million pounds sterling 
(£5,500,000,000). The number of individuals and 
private firms with accounts for audit is not available, 
but it must be exceedingly great. 

Value of Audit. 

After thirty years’ experience it is not unreasonable 
to take stock and endeavour to assess the value of the 
audit as it is now being carried out. To the credit of 
the profession it may be said that the number of cases 
of alleged dereliction of duty on the part of the 
auditor, brought before the Courts, is exceedingly 
small and the number of convictions infinitesimal. 
That fact reflects favourably on the wisdom and 
foresight of the founders of the societies and their 


successors in office in setting and maintaining a high 


standard of examination and a strict code of pro- 
fessional conduct. 

Nevertheless, we should not refrain from asking 
ourselves if, under modern conditions, we as auditors 
are giving as efficient service to the commercial 
community as we ought, if we are not being content 
to give only what is required of us by statute or case 
law, if we are not inclined to think more about the 
limitation of our liabilities than the furtherance of our 
clients’ interests, and if we are not too timid in 
expressing our opinions and beliefs or in offering 
assistance in matters which do not appear to be 
strictly within the scope of an audit. 

In considering whether our service is efficient or 
not, no one will deny that the preparation of the 
young accountant for his work by concurrent study 
and practice is thorough and effective, or that there 
is ample opportunity in the accounting press and 
otherwise for the older members to keep themselves 
up-to-date in all that relates to the profession. It 
may be questioned, however, whether the practising 
accountant makes full use of the principles and 
precepts he has learned for examination purposes 


in post- examination study. f 


—— 


Cost Accounts and Inventories. 

For example, admitting the importance of cost 
accounts and their reconciliation with the financial 
accounts, does the auditor suggest their introduction 
where they are non-existent, and does he make use 
of them for the purpose of the audit where they are 
available ? Does he check the quantities in the stock 
sheets with the stores books? Does he check the 
work-in-progress with the cost records? Does he 
consider whether the value of work-in-progress or 
finished goods contains a legitimate proportion of 
oncost, or inquire into the system of allocation of 
overhead expenses ? Or does he conclude that costing 
is entirely outside the auditor’s province and accept 
without inquiry the managing director’s certificate of 
the value of stock and work-in-progress ? 

A case that came before the English Courts* 
recently prompts me to remark that in future an 
auditor who does not regard cost accounts as an 
integral and necessary part of a manufacturer's 
system of book-keeping and make use of them for the 
purpose of the audit will receive little sympathy from 
the Court should trouble arise regarding the inven- 
tories of stock and work-in-progress from which the 
figures for these items in the balance sheet are 
obtained. I suggest that not only quantities, but 
prices also, should be checked by reference to the 
costing records, prices of completely manufactured 
goods as well as goods in process of manufacture. 

For the purpose of valuation of stock in trade we 
have become accustomed to the phrase “ Cost Price 
or Market Value,” but what is the cost price of a 
manufacturer's own productions? What elements 
are to be included? It is clear that wages and 
material must, but if the cost of material has fallen 
since the goods were manufactured, is the lower figure 
to be taken? If so, then the valuation is not based 
upon cost price but upon what might be termed 
replacement cost.” 

Then what portion of overhead expense is to be 
included ? Obviously not the portion referable to 
selling and delivering goods, as that particular 
expense is not incurred, so far as the stock in hand is 
concerned, until such stock is sold and delivered. 
Nor should any part of the factory oncost representing 
interest on owner’s capital invested in buildings, plant, 
&c., be included, as to do so would be to take credit 
for profit before it is actually earned. 

Incidentally, I might remark that herein probably 
lies the solution of the controversy in accounting 
circles as to the propriety of including interest on 
owner’s capital in the cost price of manufactured 
goods. I submit that in arriving at the cost price of 
goods in stock for balance sheet purposes, such 
interest should not be included, but in computing the 
cost price of a manufactured article for the purpose of 
determining the price at which such article may be 
sold, it is proper that interest on owner's cn 
should be taken into account. In other words, there 


* Westminster Road Construction and Engineering 
Company, Limited (in Liquidation).—The Accountant, 
February 138th, 1932. 
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is a cost price for valuation purposes, and a cost price 
for marketing purposes. 

This leaves an apparent inconsistency in the treat- 
ment of interest on owner's capital and interest on 
borrowed money to be faced. Why should the one 
be included in valuation costs and not the other ? 
Why should the costs of a company with no borrowed 
money be less than those of a company which has 
borrowed money ? 

If borrowed money could properly be termed 
capital, there would be no answer to these questions— 
the inconsistency would be real. But borrowed 
money differs from capital in that it is a debt payable, 
and interest on it is due irrespective of whether profits 
are earned or not. If capital is to retain its original 
and usual accounting meaning as the margin of assets 
over liabilities, debenture capital and loan capital are 
really contradictions in terms. 

As valuation cost should include all expenditure 
incurred in production, there is no excuse in theory 
for excluding interest on borrowed money. If 
manufacturers exclude such interest in valuing their 
stock in trade and work-in-progress, they are doing so 
not on account of any theory but either for the sound 
reason that otherwise the valuation would be too high 
considering all the circumstances of the time or that 
they had decided to create an inner reserve in this 
way. In determining costs for selling purposes of 
course the point does not arise. 

The cost of a product is not absolute. However 
carefully a cost has been ascertained, it requires 
interpretation in the light of the use that is to be made 
of the information. For example, a manufacturer 
who has reckoned interest in his costs may desire, for 
purposes of guidance in fixing selling prices, to exclude 
such interest. He may also require to know the 
amount of his direct costs, the expenses that fluctuate 
but not proportionally to production and the fixed 
expenses. 

A further difficulty in the valuation of stock and 
work-in-progress arises when the production of a 
factory varies to any great extent from period to 
period. To illustrate the point in its simplest form, 
if oncost is applied as a percentage on the total 
productive wages, based on the relative proportion of 
oncost and wages of a prior period, is the percentage 
to be increased if the current wage bill is less, or 
reduced if it is more than that on which the percentage 
is based ? 

There are other practical difficulties regarding the 
Proper treatment of such extraordinary items as 
Maintenance of idle machinery and plant, obsoles- 
tence, outlay during strikes, loss on exchange, &c. 
Are they to be included in cost or not? If they are 
included the accuracy of the costs will be hopelessly 
Vitiated. 

The matter of valuing stock in trade and work-in- 
Progress has assumed a national aspect in this country, 
in respect that the Government have an interest 
through taxation in the trading results of every 


the present time, the British Government is a partner 
in every business concern, a partner who takes one- 
fourth of the profits but bears no share of the losses 
and contributes no part of the capital. 

Obviously the taxing department of the Govern- 
ment, known shortly as the Inland Revenue, will not 
be satisfied by a method of valuation that results in 
an under-statement of profits, even although as 
accountants well know, the under-valuation of stock, 
&c., at the end of a period merely has the effect of 
passing on the benefit which accrues on realisation to 
a succeeding period. From a taxing point of view; 
however, that is unsatisfactory, because it delays 
recovery of the tax and causes inequalities if the rate 
of tax changes. 

Thus one of the questions put by the Inland 
Revenue concerns the basis of valuation of stock and 
work-in-progress. Hitherto the answer to that 
question, that the valuation has been made on the 
basis of cost price or market value, whichever is 
lower,“ seems to have satisfied the Inland Revenue in 
regard to all classes of stock. There is no doubt about 
its suitability to raw material and bought-in stock, 
but the phrase does not seem to have a clear and 
definite meaning so far as a manufacturer's own 
productions are concerned. 

Each individual manufacturer must answer the 
question in his own way. He will be wise if he values 
all his goods on the most conservative basis possible, 
and alters the terms of the certificate or gives such 
explanations to the Inland Revenue as may be found 
necessary. It cannot be too strongly urged that the 
annual accounts should be framed without considering 
what the attitude of the Inland Revenue may be 
regarding any of the items therein. Regard should be 
had only to strict and prudent business principles ; 
the income tax position can be elucidated by question 
and answer. As to the auditor’s position, where the 


records provide information from which the inventory 


and valuation can be verified, is it not part of his duty 
to verify the details in that document in order to 
satisfy himself that there has not been an over-state- 
ment of quantity or an over-valuation in price, and in 
doing so to have regard to such questions as I have 
enumerated above ? Where the records do not exist, 
he must, of course, adopt the best means available as 
a check on the stock and work-in-progress sheets, as 
certified by the chief executive. N 
Pericdical Statistics. 
The absence of the necessary records might 
advisedly be commented upon by the auditor and a 
recommendation made for their introduction. 
As to the question of how far an auditor can help 
his client in the preparation of periodical statistics, to 
which I have already referred, much will depend on 
circumstances. If there is a competent accountant, 
versed in this kind of work, on the client’s staff, and 
that is common now in large concerns, the auditor 
may safely assume that he is not concerned with the 
statistical department unless by request. In the 
majority of businesses, however, chiefly for reasons 
of economy, there is no such expert on the staff and 
the auditor is probably the only person with sufficient. 
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knowledge to prescribe the form of statistics that 
would be of value to those in control. Unfortunately, 
however, many of those in control of businesses do not 
appreciate the value of statistics, and the auditor has 
a natural reluctance to suggest their introduction lest 
he should be considered to be interfering and seeking 
to make work for himself at the expense of his client. 
Personally, I think he should risk a rebuff, and in 
general I am sure if he prepares the way judiciously 
he will not suffer one. 

In such circumstances, the first great adventure 
upon which we auditors should try to get our clients 
to embark is to institute the preparation of a series of 
pro forma balance sheets and profit and loss accounts 
at intervals throughout the year. The framing of 
these statements, after the first year, is not so formid- 
able as may be imagined, and their value as guides to 
the conduct of business cannot be disputed. In these 
days of scientific office appliances and specially 
trained operators, there is little reason why anyone 
with a business of any size should have to await the 
production of his annual balance sheet and profit and 
loss account to tell him how he stands, and whether 
his operations have resulted in a profit or a loss. The 
backbone of such statements, the first step in the 
great adventure I have mentioned, is the monthly 
trial balance, in a pre-arranged classified form, and 
auditors, I submit, should urge the taking of that step 
wherever and whenever possible. Once it is taken, 
the way is open for developing a monthly statistical 
report of real value. Besides, it is in the interest 
of the auditor as well as the client to have the books 
regularly and frequently brought to a balance. 

Cash Records. 

It may seem a minor point, but, as auditors’ 
responsibilities are being made heavier, it is perhaps 
worth while emphasising the necessity also of 
enforcing the rule that all cash received should be paid 
into bank, and all payments except petty cash, which 
should be on the imprest system, be made by cheque. 
Adoption of this rule would be less uncommon if the 
forms of cash book prescribed by accountants and 
text-book writers were more suitably designed. As 
a graph loses its effect by overloading, so the popular 
form of columnar cash book has become a source of 
danger by overcrowding—a danger to both the 
auditor and his client in that cash defalcations are not 
easy to discover. What is the sense, for example, of 
cumbering the cash book with cheques drawn on the 
bank in favour of third parties? Theoretically it is 
wrong, and practically it leads to the danger I have 
mentioned. 

If, while making sure that the accounts are true and 
correct as shown by the books, the auditor uses his 
critical faculty to suggest improved and, it may be, 
simpler methods of preparing these accounts and at 
the same time producing records for the guidance 
of the management, he will be increasing the effective- 
ness of accounting as an aid to commerce. 

Income Taz. 

I mention only in passing the vast amount of work 
placed on accountants in looking after the interests of 
commerce in regard to income tax, the necessity of 


mastering the intricacies of the taxing statutes, 
following the numerous tax cases which come before 
the Courts in ever-increasing numbers, and spending 
much time in corresponding with or interviewing 
inspectors of taxes in the adjustment of assessments, 

In Great Britain and Northern Ireland the amount 
of income arising from industry and commerce 
assessed to income tax is round about one thousand 
million pounds (£1,000,000,000), and it is safe to say 
that the bulk of this amount falls under review by 

accountants year by year, and that accountants act 
for a large proportion of the two million persons who 
are subject to tax. This class of work has naturally 
fallen into the hands of accountants, as it deals with 
figures with which they are already familiar. It has 
become so much a part of their duty that auditors, in 
the course of their audits, spend a considerable 
amount of time in extracting the information which 
the inspector of taxes requires, thus saving their 
clients the worry of answering the many and trouble- 
some questions that arise before the assessment is 
finally fixed. I think it is generally recognised that 
this class of work is a distinct aid to commerce, and 
that it will not diminish in importance in our 
generation or the next. 
Depreciation. 

Many articles on depreciation have been written 
for the benefit of accountants, but it is an open 
question whether the principles enunciated on that 
most important subject ever reach the client, and if 
so whether they are fully appreciated. 

Whatever the legal view may be it is an axiom in 
accounting that no real profits can be said to have 
been earned unless provision has been made for 
depreciation of the fixed assets used in making and 
transporting the goods produced. Difference of 
opinion may exist among accountants as to the most 
appropriate method of providing for depreciation, 
whether it should be by equal or diminishing instal- 
ments, annuity or sinking fund provisions, insurance 
policy or revaluation at short intervals; there is 
general agreement, however, that the scale of depre- 
ciation is not a matter to be determined by the 
accountant but that it should be fixed for him by 
those who have the practical qualifications to do 80. 
The auditor is qualified to give an opinion about 
method, but his knowledge regarding scale or amount 
of depreciation which mainly depends upon the 
expectation of life of the asset is only such as he may 
acquire through observing the practice of other 
concerns. 

In dealing with machinery and plant, for example, 
it is the practical man who determines the expectation 
of life of the various units or groups of units. To do 
this effectively, each unit or group must be considered 
separately, and obsolescence as well as wear and tear 
must be taken into accpunt. In these days of rapid 
changes, obsolescence is probably the more important 
of the two. A machine may become obsolete long 
before it is worn out. Experience will tell which of 
the two factors should be selected as the length of life 
in each case; the shorter the life the higher will be 
the rate of depreciation. . ay 
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Having collected all relevant information, it is 
advisable that it should be set down in the form of a 
machinery and plant register which should be kept 
up-to-date by additions and cancellations. One of 
the columns in the register should show the expected 
life of the unit or group and the basis on which the 
value is to be written off during its lifetime. Another 
column will show the amount to be written off yearly 
and an abstract of the figures in this column for the 
whole battery of machines and plant will provide the 
figure which will appear in the profit and loss account 
as depreciation of machinery and plant. Such a 
register is a useful addition to the ledger account for 
machinery and plant ; it records in detail the lump 
figures in the ledger. 

In many businesses no register of this kind is kept. 
Too often the only record of machinery and plant is 
the ledger account showing the purchases on one side 
and the amount written off yearly on the other. The 

which may be for machinery of various 
classes, subject to varying degrees of depreciation, are 
brought together en masse and the depreciation is an 
overhead rate fixed more or less arbitrarily and not 
necessarily bearing a true relation to the actual 
wastage that is occurring. The frequent selection of 
a rate of 5 per cent. on the diminishing value of the 
aggregate amount seems to suggest a slavish adherence 
to a rule of thumb precedent or an unaccountable 
desire not to exceed the rate commonly allowed by the 
taxing authority. 

In such a case what should the auditor do? Should 
he pass the prescribed rate without question, or should 
he suggest that its adequacy be tested by the prepara- 
tion of a register, as I have mentioned, or by some 
other means of inquiry ? In asking these questions I 
am not concerned at present with the auditor’s duty 
to the investor; that ground has already been well 
covered by Lord Plender and others at the last 
Congress. Looking at the matter solely from the Aid 
to Commerce point of view, it seems to me that we 
accountants who believe in the necessity for an 
adequate provision for depreciation, before ascertain- 
ing profits, should make a point of drawing the 
attention of our clients to the importance of the 
matter and show them in what way the sufficiency 
of the charge can be verified. 


By so doing, we shall be helping them to avoid the 
danger of dividing profits that should have been 
retained to meet replacements, and we may be the 
means of preventing violent fluctuations in the 
overheads for costing purposes. 


8. Service as ADVISERS. 
Specialisation. 

Medical men become experts in diagnostics through 
experience—the wider the experience, the quicker and 
more exact the diagnosis. Similarly, the accountant, 
by close examination and dissection of the accounts 
of business concerns which an audit entails, has 
Opportunities of becoming expert in diagnosing 
business troubles. The degree of proficiency in this 
Tespect has hitherto been measured by the width of 
experience and the depth of the critical faculty 


possessed by the individual. Now specialisation is 
becoming a feature in advisory work. 

Accountants who are accustomed to conduct 
intensive investigations of businesses must inevitably 
reflect upon the causes that normally lead to decline 
or failure. 

A business may be overwhelmed by sudden and 
unavoidable disaster, but I believe that to be excep- 
tional. The causes of the decline or failure of 
established businesses are usually the insidious 
development of unsatisfactory features which may 
have been long unsuspected. In all too many instances 
the damages are serious, if not irreparable, before the 
causes have been detected. The reorganisation of a 
business usually demands time, money and not 
infrequently the introduction of a new element in the 
The accountant should be quick to 


Research, 

In this connection, may I suggest for the considera- 
tion of this assembly the propriety of initiating courses 
of Research in Accounting and the cognate subject of 
Economics for the benefit of Commerce and Industry. 
It is certain there cannot be real progress and develop- 
ment in a science without research of some kind, and 
as accounting has now reached the stage when it may 
fairly claim to be ranked among the sciences, it may 
not be amiss to consider whether the time is not now 
ripe for the introduction of a scheme or schemes of 
research with the object of raising the profession to a 
higher degree of usefulness. 

The science of accounting is now wide and deep 
enough to command the undivided attention of men 
with trained minds, minds devoted to the study of 
particular branches of the subject in the same way as 
in chemistry and medicine. In this country, the little 
research in which accounting forms an integral part 
curiously enough has been undertaken not by 
accountants who have had practical experience, but 
by bodies attached to the Universities. I refer to 
the work of the Agricultural Economics Research 
Institute of the University of Oxford and the College 
of Agriculture in Edinburgh. During the last five 
years these bodies, with the co-operation of a number 
of farmers, have produced statistics of great practical 
value to agriculture. A scheme involving research in 
a limited degree has also recently been introduced by 
the London School of Economics. 

In America work of this nature has been carried out 
for some considerable time. The University of 
Pennsylvania has a department of industrial research 
which, amongst other activities, has been making 
investigations into particular industries. In the 
department of business history at Harvard the work 
of research takes the form of tracing the development 
of individual businesses, and there is also a department 
for collating returns from various kinds of enterprises 
and reporting results to traders who supply the 
information. 

As an instance of the practical value of this kind of 
work, I might mention that the income tax officials 
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have accepted the average lifetime of machinery in 
the hosiery industry arrived at by the Pennsylvanian 
University research workers as the basis on which 
depreciation allowance should be granted for taxing 
purposes, and the employers and employees of that 
industry have mutually agreed to submit their claims 
for adjustment of wages to the arbitrament of the 
University department to which reference has already 
been made. 

You will agree that that is work of a very practical 
kind, and it is of interest to note that a young Scottish 
Chartered Accountant, who is also a graduate of the 
University of Edinburgh, is taking part in it. This 
graduate was successful in obtaining that rare 
prize, a Commonwealth Fellowship, and is the first 
accountant in this country, so far as is known, to 
leave the profession for a period of research. 

As an aid to commerce, research of this kind should 
be encouraged. It has great possibilities, but it cannot 
be undertaken without adequate funds. I do not 
know where such funds are to come from, but as a 
precedent I may mention that over two hundred years 
ago George Watson, the first professional accountant 
in Scotland, in founding a hospital for the education 
and maintenance of the children of “ decayed ” 
merchants, stipulated, according to a memoir written 
in 1725, that having been successful in the improve- 
ment of his fortune by the help of book-keeping he did 
particularly recommend that care should be taken 
that the children of the said hospital should be 
educated in these arts.” 

Meantime accountants are performing work of a 
very practical nature in another sphere. The com- 
mercial world has gradually recognised the existence 
of a body of experts in professional accountants, and 
that is why they appear on the boards of directors of 
so many limited liability companies. In Great 
Britain I find no less than 700 names of accountants 
appearing on the directorate of over 2,500 joint stock 
companies. 

The complicated nature of the finance of modern 


the creation of subsidiary companies, is no doubt 
responsible for the election of accountants to 


sioned to safeguard. In such cases he appears on the 
board in the role of a business doctor, and, provided 
he is not called in too late, he can apply his remedies 
with some hope of success. Like the medical man, he 
treats his patient as a “ case,” and so brings to 


engaging him in another capacity after the patient 
has expired. 

The extreme difficulties of the present commercial 
situation are such that the most urgent call to-day is 
for the man who can take the broad view, who can 


— 


form a just appreciation of the business situation and 
outlook as a whole, and who can co-ordinate and direct 
general policy from the standpoint of the far- 
strategist."* Such a man must not be merely 3 
learned theorist, but one who has had experience of 
the blending of theory with practice. That is the 
kind of experience an accountant obtains ; he sees 
how the theories he has learned in his study of 
political economy, or economics, to give it its new 
name, work out in practice, and it shows the wisdom 
of our predecessors who included that subject in the 
syllabus of examinations for accountants. 


So much importance is attached to economics by 
the Councils of the Scottish C.A. Societies that their 
regulations now require of every apprentice attend- 
ance at a class in one of the Universities or approved 
Schools of Economics, and a pass on a standard 
approved by the General Examining Board for 
Scotland. It was considered that such an arrange- 
ment would provide a more thorough grounding in 
the subject than the previous arrangement, which 
allowed each apprentice to select his own method of 
study and get through the political economy paper 
in the final examination as best he could. Thus 
equipped, the accountant of the future should be more 
capable than his predecessor of giving effective 
aid to commerce and industry in matters relating to 
business policy and development, especially when the 
ramifications are of an international character. 

In routine work the advice of the advisory account- 
ant is readily accepted, and it should proceed on the 
basis that it is more vital for the directors of a business 
to know immediately where it has made its profits and 
losses than to be told once a year how much it has 
made or lost. That is the keynote of the present day 
call for better book-keeping for business ; that is why 
more books are being written on cost accounts than 
on any other branch of accountancy. The annual 
accounts may supply all that is necessary for those 
interested in the finance of the business. Financial 
policy may be determined on what they show, but 
finance alone will not turn losses in production into 
profits, and unless there are profits there will be no 
further need of finance. Finance occupied too 
prominent a place during the boom years, and many 
managers of businesses are to-day striving to pay 
dividends on capital that should never have been 
created, and the time of accountants is taken up with 
reconstructions of capital that should not have been 
necessary. 

The finance of a business need not be difficult if the 
concern is prosperous. The first aim, therefore, of all 
businesses should be to make profits—that is the 
purpose for which they exist—and the accountant’s 
main object should be to help in that process. In 
whatever capacity he serves, he should aim at assisting 
the management in the difficult task—extraordinarily 
difficult in these days—of planning, forecasting and 
testing by results, which can best be done for manu - 
facturers by an up-to-date system of cost accom 


„The Accountant and Economics,” by Norman W. 
Duthie, C.A.—The Accountants’ Magazine, May, 1927. 
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and for other kinds of businesses by statistical 
statements at short intervals. 
CONCLUSION. 

While the present economic warfare lasts, when a 
business may be ruined by Government action, when 
margins of profits may disappear in a night through a 
change in the rate of exchange, and when the world is 
filled with goods for which there is no market, it may 
seem frivolous to talk to business men about im- 

their system of accounting. But from what 
I have observed, business men are appreciating the 
situation themselves, and, with the assistance of their 
accountants, are seeking to introduce new ideas in 
accounting and business method. Adversity is a good 
university, and blessed are they who pass through it 
in youth. It is a sad experience for middle age, and 
acatastrophe for the old. That is true for a business 
as well as for an individual. But bad times may turn 
out to be good times in the end, and in every land may 
we all, and I hope soon, be able to repeat what 
Kipling said of the Boer War: 
Let us admit it fairly, 
As a business people should, 
We have had no end of a lesson, 
It will do us no end of good.” 


Following the reading of Professor Annan’s Paper, 

a Paper was read on 
MECHANICAL ACCOUNTING. 
BY 

Mr. ROBERT ASHWORTH, F.C.A., F.S.A.A. 

Mr. Asnwonrn said: 

The subject upon which I have been invited to 
prepare a paper for this International Conference of 
Accountants has been described as Mechanical 
Accounting.“ There must be no misunderstanding, 
however, about this title, for there can be nothing 
mechanical about the function of accountancy. 
Mechanical accounting, therefore, can have reference 
only to the building up of the accounting and statis- 
tical data, by means of which the real function of 
accountancy is exercised, with the elimination, as far 
as possible, of the old laborious manual and mental 
method and the use of pen and ink by the sub- 
stitution of mechanised method and the use of 
machinery. 

The world-wide importance of mechanical account- 
ing and the attitude of the accountancy profession 
thereto can be measured by the fact that this is the 
second paper on the subject given to an international 
conference of accountants. 

The professional accountant is interested in this 
subject from several angles, arising from his dual 
capacity of accountant and auditor. 

As an accountant, he is interested from the manage- 


Ment point of view, because he not only has to meet 


the demands of management for information, but also 
has to influence those demands in the right direction. 
When advising as an accountant, he is also interested 


because his advice may be useless unless he can 


E 
Sufficient detail. 


As an auditor, he is interested in the subject from 
the angle of seeing that proper and adequate pre- 
cautions are taken against fraud, that the use of 
machinery does not interfere with his duty of giving a 
conscientious report to shareholders or his clients 
without any mental reservations, and generally that 
his statutory duties as auditor can be properly 
performed. 

We shall examine, therefore, the question of 
mechanical accounting from all these points of view, 
but, in order that we shall do so with a proper perspec- 
tive, it will be necessary for us first to see what has 
led to the growth of mechanisation in the office. 


MECHANICAL AGE, 

This has been described as a mechanical age, and 
certainly during the past thirty years there has been 
an enormous, and at one time unbelievable, scientific 
advancement. The tendency of invention during 
this period has been definitely to increase speed, 
decrease distance and greatly reduce physical effort. 
The scope of business operations has been exceedingly 
enlarged by the introduction of wireless, improved 
long distance telephone communication, impruved 
methods of transport by land, sea and air, and the 
mechanisation of production. 

Despite the intervening Great War the population 
of the world has increased enormously, thus increasing 
the wants of the people and the demands for employ- 
ment. In Great Britain alone, during the past thirty 
years, the population has grown by nearly 9,000,000, 
while that in the United States of America has risen 
by nearly 47,000,000. World population is 
estimated to have increased by over 240,000,000 
between 1907 and 1982, although there must be a 
large margin of error in this estimate, as many 
countries have no census, while others have only an 
inadequate census. 


The result of these and other circumstances has been 
that competition, both national and international, 
has been intensified to such an extent that new and 
improved methods of manufacture have had to be 
found—firstly, to cope with the increasing demands, 


and, secondly, to reduce costs to meet the com- 


petition, so that the position to-day is that almost 
every country in the world is manufacturing under 
mechanised methods. Agricultural countries have 
turned their attention to factories and country people 
have flocked to the towns, 


As an outcome of all this, mass-production prin- 
ciples have developed which have necessitated even 
greater use of machinery, almost to the exclusion of 
the old methods of manual production, and with 

mass-production has come more scientific factory 
planning, greater attention to factory layout and a 
keener study of factory welfare. 


This growth of mechanisation in production has 
been accomplished in spite of the greatest opposition 
from the worker, both individually and collectively. 
There is no doubt, however, that nothing can deter 
the progress of mechanisation and the time will arrive 
when we will have to give as much attention to 
unemployed labour as we do to unemployed capital, 
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they be in production, purchasing, selling or adminis. 
tration. There are, of course, cases where i 

are successful from a profit point of view in spite of 
bad management, but when such businesses are 
investigated they are generally found to be full of 
wastages and leakages, to which the management is 
blinded by the profits earned and lack of knowledge 
of the real accounting function. 

The dimensions of business operations, the keenness 
of competition and the obstacles placed against the 
development of foreign markets at the present time 
have required management to give increasing 
attention to the following questions :— 

(1) The tracking of wastages and leakages in all 

the ramifications of the concern, including that 
of management itself. int 


although the present chaotic condition of the world 
makes it difficult to determine the precise effect of 
mechanisation on the problem of unemployment. 
We are not concerned here, however, with the 
economic aspect of mechanisation, except so far as is 


‘necessary to obtain a proper setting for the con- 
sideration of our subject of mechanical accounting. 


ATTITUDE OF MANAGEMENT TO THE OFFICE. 


An enormous amount of capital has been employed 
in mechanising production and great attention has 
been given by management to its every detail. The 
office, however, has not received the same con- 
sideration, for it has been looked upon by many, up 
to within recent years, as a necessary evil, being 
considered merely a non-profit earning department 


of the business, having no other function, outside 
simple book-keeping, but to provide figures when 
called for. 


Office management has not been considered in the 
past as in any degree an important factor in the 
business, consequently progress in scientific office 
management has been slow and laboured. It has 
not kept pace with the progress made in the operative 
departments of the business and this lag has un- 
doubtedly been a severe handicap on many concerns. 

In a certain degree the desire for secrecy on the 
part of management has also. played its part in 
preventing the adoption of modern methods in the 
office, for the fear of leakage of information to com- 
petitors has kept many accountants and their clerks 
tied to the old bound, and even locked, books of 
account, the use of pen and ink and the preparation 
of uninformative final accounts. Such clerks, how- 
ever, were sometimes allowed to relieve the drudgery 
and mental strain of calculation by the use of much 
beloved ready reckoners, slide rules and other 

It is remarkable how many concerns exist which 
are still content to accept a much lower standard of 
efficiency in the office than they are prepared to 
countenance in other departments of the business, 
although there has been a great improvement in this 
direction in recent years. Many concerns now em- 
ploy fully qualified accountants to take charge of this 
branch of their affairs, which, at least, has ensured 
more efficient and scientific keeping of accounts and 
has assisted greatly in the education of management 
to the real possibilities of the accounting function. 

The importance of the accountancy profession itself 
was, of course, fully recognised by the State in this 
country during the Great War, when it was scheduled 
as being work of national importance. 

The necessity for planning business operations and 
the increased demands of management, created by 
the rapid growth in the volume of business trans- 
actions, have brought an alteration in the attitude 

towards the office and ing functions to such 
an extent that the large majority of successful 
businesses to-day are those which have made the 
office the heart of the concern, from which life is 
pulsated into all the arteries of the business, whether 


(2) The prompt elimination of unprofitable lines 
or departments. 

(3) The prevention of the lock-up of working 
capital unnecessarily and its remunerative 
employment. 

(4) Costs of production, selling and administration. 

(5) Price fixing and markets. 

(6) Saving of executives’ time in purely ad- 
ministrative work, such as signing cheques. 

In consequence, management has been driven to 
the office for aid in attacking these problems, with the 
result that improved statistical and accounting 
systems and methods, requiring more detailed and 
automatic analysis than formerly, have had to be 
evolved for dealing with store-keeping, stock-keeping, 
costing, wages, purchasing, sales, hire-purchase, factory 
accounting, cash accounting, main accounting and 
budgetary control, so that information will be quickly 
and readily available with the greatest possible 
accuracy. 

The initial slow response to the calls of management 
soon revealed that, at least in large organisations, 
equal attention must be given to the administration, 
mechanisation, layout and welfare vf the office as to 
any other branch of the business. 

To-day, management has to be guided by the office 
to a very great extent as to the amount, quality and 
use of the information which shall be placed at its 
disposal, and it is here that great restraint must be 
exercised to prevent that information becoming 80 
voluminous as to be both wasteful and useless. 

For all practical purposes, however, it is futile to 
give management information as to wastages and 
leakages, unprofitable lines, excessive locking-up of 
working capital, inaccuracies in estimated costs, &c., 
months, or even weeks, after these events have arisen 
and the facts have become business history. 

Management must have its information accurate, 
up-to-date, legible and in the most easily digested 
form, so that the time of executives will not be taken 
up searching for the facts, but in seeking and applying 
the remedies with the utmost despatch, which is one 
of the principal functions of management. 

It seems obvious, therefore, that if these demands 
are to be met efficiently, and industry and commerce 
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are to receive the complete assistance of the ac- 
eountancy function, the old pen-and-ink methods 
ysed in the office must be greatly reduced and in the 
main replaced by the use of up-to-date methods of 
accounting and the employment of machinery, in 
order that the more detailed analysis now required 
in present-day business may be forthcoming with the 
greatest accuracy and speed and at the least expense. 

In dealing with this subject of mechanical account- 
ing it must be made quite clear, however, that we 
are considering only one branch of office management. 
It is, of course, the main branch, as it has inseparably 
tied up with it the consideration of accountancy and 
statistical methods. 

We shall see later in this paper, however, that office 
machinery must be the handmaiden of the account- 
ancy system and not its master. We shall have to 
consider, therefore, the function of the accountant, 
accounting and statistical system, and the position of 
the auditor before we can deal with the office 
machinery itself in its proper place as the servant of 


FuNcTION OF THE ACCOUNTANT AND GROWTH OF 
ANALYSIS IN ACCOUNTING. 

The accountant, whether he be employed internally 
or professionally in that capacity, is one of the very 
few people who are in a position to see the business as 
a whole and to this extent his responsibility is all the 
greater, because he is in the privileged position in 
which a detached view of the concern is acquired, 
thus enabling him to use his powers of analysis to 
complete the picture of the entire activities of the 
business free from departmental bias. 

Much has been said and written about the duty of 
the auditor, but the duty of the accountant has 
received very little attention, except on the rare 
occasions it has been necessary to discuss it in the 
Law Courts, purely from a legal angle, in the attempt 
to assess damages for negligence, or fix a sentence 
for some criminal act of cooking which he may 
have been induced to use in place of accounting. 

At one time he was considered to be a good and 
dutiful accountant if he could prepare a neat-looking 
trading and profit and loss account and balance 
sheet, which took adequate care of the distinction 
between trading (which included manufacturing) and 
profit and loss expenses, and carefully assessed 
the difference between capital and revenue expendi- 
ture, thus arriving at a fairly accurate gross and net 
profit for the given period and the statement of the 
position of the business as at a certain date. 

The process of analysis of accounts then developed 
and the accountant was required to make a further 
sub-division of his trading account by the inclusion 
of manufacturing accounts, and, as the scope of the 
business enlarged, to provide for branch and foreign 
accounts, and to prepure, now in departmentalised 
form, his manufacturing, trading and profit and loss 
accounts at more frequent intervals. 

The principal function of the accountant then was 
to prepare these accounts, arithmetically correct and 
balanced, accounting for the transactions that had 
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taken place during a given period. His other duties 
were to render debtors’ accounts and receive pay- 
ments, and keep creditors’ accounts and make pay- 
ments; also to provide such statistical data he may 
be called upon to supply, which rarely amounted to 
more than the production of a periodical bank 
reconciliation statement and statements of sales and 
expenses sometimes in comparative form. In other 
words, the duties of the accountant some twenty- 
five or thirty years ago were those entrusted to the 
book-keeper and cashier to-day. 

With the growth of business and the introduction 
of heavy taxation, including excess profits duty, the 
accountant had to make a still greater analysis of 
his accounts for the purpose of business and taxation 
investigations. 

At the outset, this analysis was done by way of 
back analysis of the bound books of original entry ; 
that is to say, at some period after the transactions 
had taken place he would go through the books of 
original entry and analyse each item under its 
respective head, which was an extremely laborious 
method and by the time the analysis was ready its 
value, at all events for vital business purposes, was 
considerably discounted by the lapse of time. From 
this grew the analytical books of original entry, such 
as the purchases and sales journals, returns inwards 
and outwards books, the analytical cash book, &c., 
and here was the commencement of automatic 
analysis, under which the transactions of the business 
are analysed as they occur, still, however, at this time 
accomplished in bound books with pen and ink. 

This automatic analysis was an improvement on 
the old back analysis method, both from the points 
of view of efficiency and economy, but business 
continued to grow and the accountant found that to 
cope with the increased analytical work required he 
had to introduce loose-leaf and card ledgers, loose- 
leaf books of original entry and the slip system, thus 
bringing into greater use as an accounting medium 
the documents of original entry. The introduction 
of costing methods also acted as an incentive in this 
direction. a 

At this point the accountant called to his aid the 
typewriter, the adding machine and the use of fan- 
fold, interfold and continuous stationery. He also 
began to take a keener interest in the classification 
of accounts, the marshalling of assets and liabilities 
in the balance sheet and the presentation of statistical 
data. 

So the work of analysis has continued to increase 
and the physical and mental effort involved in the 
work continued to decrease, until to-day in well- 
organised accounting systems automatic analysis 
is complete, being made possible only by the use of 
machines, amongst which are those combining the 
functions of the typewriter and adding machine, 
which had previously been used separately. 

So much for the growth of analytical accountancy, 
but what is the duty of the accountant to-day ? 
Mechanical has relieved him of practically 
the whole of the drudgery and tedium of calculation 
and analytical work and has given him time to 
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discharge the added and more productive responsi- 

bilities of administration which the increased rami- 

fications of business have thrust upon him. 

To-day, the accountant must not be merely a 

collector and arranger of figures, he must be an 
interpreter of them and, in order that he may 
properly interpret, his accounts and statistical data 

must tell him the whole story of the business opera- 

tions. Without adequate and automatic analysis 

this cannot be done and, in the absence of the aid of 
office machinery, there can be no adequate and 
automatic analysis, except at enormous expense, if 
the business is of any magnitude. 

Management is not so much concerned with a 
statement of increases or decreases in turnover, 
expenses, costs, profits or losses, working capital and 
net assets, as it is in the reason for such a state of 
affairs. Management wants to know why there is an 
increase or a decrease and it desires information as to 
where and how the wastages and leakages arise. If, 
therefore, the accountant wishes to be looked upon 
as a productive power in the business, he will supply 
that information by utilising the time released 
to him and the improved facilities afforded 
him by mechanisation for the purpose of intelligent 
investigation. 

If, however, the accountant is to take full ad- 
vantage of the benefits of mechanical accounting, he 
must beware of the dangers involved in the use of 
office machinery. He, therefore, must have regard 
to the following: 

(I) The proper relationship of mechanisation to the 
accountancy system. ‘ 

The accountancy system must be paramount and 
the fundamental rules of accounting procedure must 
be carefully preserved. 

The machine should be applied to the system and 
not the reverse. This does not mean that there will 
not have to be some adjustments of accountancy 
method when machinery is installed; on the contrary, 
there will probably have to be a great deal of adjust- 
ment, but it does mean that the usual accountancy 
safeguards must be taken care of either by the 
machine itself or by the accounting system. 

The accountant must not allow excellent salesman- 
ship to induce him to put into operation a machine 
which will give results only by the employment of 
the accounting system sometimes offered with 
the machine, unless he has carefully examined the 
possibilities of that system, as well as the efficiency 
of the machine itself, and has satisfied himself that 
it meets all his requirements from an accoun 
point of view. ‘ 

On the other hand, while investigating, he must 
keep an open mind and not allow prejudice to blind 
him to the greater efficiency and economies resultant 
from mechanisation in the office. 


(2) Over-burdening the machines with work. 

The accountant must not allow the ease with which 
analytical work can be accomplished by machinery 
to lead him into the great mistake of over-elaboration 
and the placing of work on the machines which is 


not essential to meet business requirements. Other. 
wise he will find that he will soon be installi 
more machinery than is necessary, with the result 
that his accounting and statistical expense will rise 
enormously. 

In addition, the information he supplies for 
executive use will tend to become so voluminous 
however valuable it may be in itself, it will be ignored 
and in consequence will become wasted by lack of 
use and therefore valueless for business purposes, 

This danger of placing unremunerative work on the 
machines is one of the greatest pitfalls of mechanical 
accounting and one against which the accountant 
must take special precaution. 

(3) The elimination of work which has ceased to be 
of service. 

All forms and information produced by the machines 
must be under the continual examination of the 
accountant, to ensure that altered requirements of the 
business are catered for. 

In this respect there is a tendency for executives 
to ask for information for a specific purpose and, 
when that purpose has been fulfilled, for the supply 
of the information to be continued indefinitely unless 
proper supervision and control has been exercised 
by the accountant. 

The accountant is the mainspring of mechanisation 
in the office, although the accountants of many of 
the large concerns delegate their duties in this 
matter to a mechanisation officer. Nevertheless, if 
the mechanisation of the office is to be successfully 
achieved, the accountant must have: 

(1) A high conception of his own duty as account- 
ant, in order that the most efficient use of 
mechanical means may be effected. 

(2) A complete knowledge of the accountancy 
system, which he should reduce to paper in 
the form of a system’s chart, showing the 
link between the various sections of his 
department. 

(8) A thorough knowledge of the organisation of 
the business, for which purpose he should 
compile an organisation chart for constant 
reference. 

(4) The ability to win the co-operation of his 
own staff. 


Staff co-operation is one of the most important 
and, at the same time, most difficult questions in the 
mechanisation of accounting. 

We are all aware of the strong opposition put up 
by the manual worker against the mechanisation of 
production, involving as it did in the early stages riot, 
civil commotion and the breaking up of machinery. 

There is, however, nothing to be afraid of in this 
direction from the office staff, because, firstly, they 
have become used to the idea of mechanisation in 
production and, secondly, the standard of education 
is now on a considerably higher plane than was the 
case when machinery was first introduced into the 
factory. he 

The fear of loss of employment, however, naturally 
raises intense opposition against mechanisation in the 
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office. This opposition usually takes the form of an 
endeavour to upset the smooth running of the 
machinery, or the smooth working of the system. 

It, therefore, is of importance that the accountant 
does his utmost to remove the suspicions of his 
staff during the process of mechanisation. The main 
lines of attack in this direction are as follows :— 

(a) That the process of mechanisation will take 

time before it can work effectively. 

(b) That the machinery is required to cope 
additional work. 8 

(e) That staff will be released for more important 
and constructive work. 

(d) That displaced staff will be taken care of, 
either by pension or by giving sufficient 
notice of termination of service to allow them 
to obtain other employment and by providing 
every facility for them to do so. 

(5) The co-operation of the auditor. 

It cannot be too strongly stressed that no 
mechanisation of the accounting system or alteration 
in method of accounting should be permitted until the 
auditor has had an opportunity of examining the 
proposals, otherwise he might be placed in serious 
difficulty not foreseen by the accountant. We shall 
consider the position of the auditor, however, in more 
detail later in this paper. 

(6) The personality to enable him to win, or, 
alternatively, to command, full support from 
his colleagues on the executive, in respect of 
any changes in method which affect their 
departments. 

(7) An open mind and freedom from prejudice. 

It is also of importance to the success of mechanisa- 
tion in the office that all forms in use in the business 
should be under the control of the accountant, in 
order to ensure standardisation and avoid duplication 
of effort, which is a constant source of waste in 
business. 

We shall consider other matters of importance 
affecting the accountant when we deal with the 
‘question of installing the machinery. 

Score or ANALYTICAL WorK AND ACCOUNTANCY 
SAFEGUARDS. 

It has already been stated that the machinery must 
be the servant of the accounting and statistical 
system. Before, therefore, we can properly consider 
the machinery itself, we must have a knowledge of 


‘safeguards that must be protected. 

The amount of analytical work to be done will, of 
course, differ considerably in various concerns, 
according to the ramifications and nature of the 
business and the degree of efficiency it is desired to 
attain in the accounting and statistical system. It 


does not follow, therefore, that because a certain 


method of mechanisation has proved to be successful 
in one particular business it necessarily will prove 
‘equally efficient in another. 

It has been indicated previously in this paper that 
“the whole question of mechanisation of accounting is 


tied up inseparably with sound accounting and sta- 
tistical policy. It is essential, therefore, to consider 
this question, even to the examination of certain 
detail which may be considered by many accountants 
as being merely in the ordinary course of accounting 
procedure, for no method of mechanisation can 
ever be fruitful unless the accounting and statistical 
systems are on a proper basis. 

This part of our subject can best be considered 
under the following heads: 


(1) Classification of accounts. 


(2) Budgetary control. 
(3) The accounting and statistical system. 
CLASSIFICATION OF ACCOUNTS. 

The most important function of modern accounting 
is to present and interpret in an accurate and intelli- 
gent manner the results of the millions of transactions 
which take place in every active concern. If, there- 
fore, that function is to be properly execised so 
that the accounts will tell the whole story of the 
activities of the business, it is essential that there 
shall be a proper and adequate classification of 
accounts, so that all transactions of the same kind are 
treated in the accounting procedure in identical 
manner. A standard and consistent method of 
analysis is an indispensable condition, both to the 
success of the accounting function and the efficiency 
of mechanical methods. 

To ensure consistent analysis, it is necessary that 
instructions be prepared laying down a standard 
practice for dealing with all accounting items, and 
once a standard practice has been established it should 
be interfered with only on the rare occasions necessary 
to meet changing conditions in the business. Other- 
wise, the inevitable consequence will be misleading 
and unintelligible results. It is obvious that, unless a 
standard practice of classification of accounts is 
adopted, all the work and expense of mechanisation 
will be rendered abortive. 

When a properly planned classification of accounts 
has been developed and adequate instructions have 
been given as to its proper use, a better understanding 
of the accounting function will be realised throughout 
the organisation, which will greatly increase the 
prestige of the accountant and facilitate the intro- 
duction and use of machinery in the office. 


The extent and nature of the classification will 
depend, of course, upon the size and constitution 
of the particular business and the extent to which 
the demand for adequate information has been 
fostered in the organisation. Care, however, must be 
exercised to avoid over-elaboration and, therefore, 
the expense of obtaining any desired analysis should 
be weighed carefully with the advantages to be 
gained from the additional information. 

Expense accounts, in addition to being classified 
as to the nature of the expense, should also be 
classified as to department, so that an effective 
system of budgetary control, which is almost indis- 
pensable in any large business to-day, can be put 
into operation with greater ease. 
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It is advisable in attacking this question of proper 
classification of accounts to commence with the final 
accounts of the concern, for all analysis should provide 
the background and supporting data for these 
accounts. There must be properly constructed 
manufacturing and sub-manufacturing accounts, 
trading accounts and profit and loss accounts. These 
accounts should be so arranged as to be readily 
adaptable to the costing system, while at the same 
time they should show clearly the result of the 
operations in all the fields of activity exploited by 
the business. This calls for proper arrangement 
and grouping of all the items in those accounts, 
in the course of which the proper classification 
of all supporting accounts must necessarily receive 
attention. 

It must also be remembered that the balance sheet, 
although not an account itself, is a statement of assets, 
liabilities and capital, purporting to show the position 
of the business as a going concern and is a summary 
of the balances of various accounts as at a given 
date. Let it show that position by proper arrange- 
ment of those assets, liabilities and capital, so that 
information as to working capital, net assets and 
reserves can be readily ascertained. 

We are considering, of course, this question of 
final accounting from the point of view of classifica- 
tion of accounts and their adaptability to business 
requirements and not from the point of view of 
disclosure to shareholders, which subject is not 
within the scope of this paper. 

The object in first obtaining the proper arrange- 
ment and classification of items in the final accounts 
and balance sheet is so that they will form the basis 
for planning the scope of the analytical work necessary 
for the proper classification of accounts generally and 
determining what analysis shall be left to the pure 
accounting function and what shall be provided 
through statistical channels. 

BupGEetary CONTROL. 

Efficient organisation demands to-day the careful 
planning of all operations and effective control of 
expenditure throughout all the ramifications of 
business and, to meet this demand, further analysis 
has been called for to build up the system of budgetary 
control. In fact, budgetary control is nothing more 
than the control of the finances and operations of an 
undertaking by the setting of standards and the 
subsequent detailed comparison of actual results with 
those standards. If, however, these comparisons are 
to be effective they must be made in sufficient detail 
to enable wastages and leakages to be tracked readily. 

Without a proper system of analytical accounting 
and the use of adequate office machinery, it is safe 
to state that the full demands of budgetary control 
in large concerns could not be met and, at best, the 
result of any such attempt would be merely the 
production of a guesswork budget lined up with more 
or less indifferent final accounts. a4 

The budget itself is based to a large extent upon 
past experience, the record of which cannot be relied 
upon unless there has been in existence an efficient 
organisation of the accounting function. 


We are, of course, only concerned in this paper with 
budgetary control in so far as it affects the analytical 
work of accountancy. We shall get a better grasp 
of the scope of analysis in this work if we examine 
the usual procedure adopted in compiling and using 
the budget, which is as follows: 

(1) The marketing research and sales departments 
will make their estimate of turnover and ad- 
vertising, selling and sales inistrati 
expenses. The turnover will be analysed into 
quantities of detailed commodities. 

(2) The factory will then draw up its production 
schedule, based upon the sales department's 
estimate of turnover. Labour and material 
and other variable expenses required to meet 
the programme will then be estimated. 

(8) The purchasing controller will line up his pro- 
gramme and prepare his departmental expense 
budget, which may be combined with the 
factory estimates, or may be dealt with 
separately according to the particular form of 
organisation adopted. 

(4) The sales and factory estimates will then be 
carefully examined by the managing director, 
or controller, and after any necessary adjust- 
ments have been made will be handed to the 
chief accountant. 

(5) The chief accountant then prepares his budget 
of administrative expenditure and finally the 
cash budget and the complete manufacturing, 
trading, and profit and loss budget, which, 
after being passed by the managing director, or 
controller, is placed before the board of 
directors for adoption. 

(6) The manufacturing, trading, and profit and 
loss budget will then be handed to the cost 
department for the preparation of standard 
costs. 

(7) Subsequently, there will be an automatic 
analysis of the actual turnover and expenditure 
under the proper classifications, which will be 
compared with the budget figures and investi- 
gation directed where necessary. 

Both in the compilation of the budget and the 
comparison of the actual figures with that budget, 
machinery plays an almost indispensable role in 
analysing and building up the required data. 

It will have been realised, however, from the scope 
of the budget that much of the analysis required will 
have been accomplished in the ordinary accounting 
procedure, if there is in existence a i 
accounting and statistical system which is fulfilling 
its proper function. 

THE ACCOUNTING AND STATISTICAL SYSTEM. 

The adjustment of the accounting and statistical 
system to methanical methods is one of the most 
important factors to be considered in the intr 
duction of mechanical accounting. We cannot, of 
course, go fully into this question by dealing with the 
many different mechanical accounting and statistical 
systems which are involved in the many different 
classes of business, otherwise we should have do 
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consider a book of no mean size instead of a paper on 
the subject of mechanical accounting. 

It is necessary for us to bear in mind, however, the 
volume of analytical work required to meet present- 
day needs of business and to consider the accounting 
safeguards which must not be overlooked when any 
adjustments in method to meet the requirements of 
machinery are contemplated. 

Each branch of the business has its own claims 
upon office mechanisation, and these will of course 
vary according to the size and nature of the business. 

For the purpose of this paper we will divide and 
examine the volume of accounting and statistical data 
required under the following heads: 

(1) Factory accounting and statistics. 

(2) Purchasing accounting and statistics. 

(8) Sales accounting and statistics. 

(4) General accounting. 

We, however, shall be able to deal only with the 
general principles involved. 


Factory Accounting and Statistics. 

The factory manager has a greater regard for 
factory statistics and system to-day than formerly 
and finds that it is now a practical impossibility 
for him to run his factory efficiently without adequate 
accounting and statistical information. 

In addition to proper and adequate manufacturing 
and sub-manufacturing accounts showing in total 
materials used, direct and indirect labour and 
grouping the fixed and variable factory overhead 
charges under separate headings, he requires this 
information to be analysed for him over departments, 
processes and costs. He also requires statistical 
information with regard to orders received and 
executed, daily output in each department, progress 
and production planning, up-to-date costing, labour 
and machine efficiency, control of stores and stock of 
manufactured parts, factory internal and external 
transport, fuel consumption and efficiency, &c. He is 
not content with values ; he also requires quantity— 
information under proper classifications. 

The factory manager is also definitely interested 
in the capital employed in his factory and sometimes 
desires to know how that capital is pulling its weight 
with regard to the departmental factory space 
occupied, either per square or cubic foot. 

Apart from factory accounting, his principal 
contact with the office is in connection with costs, 
and, in addition to overhead charges, this covers the 
two most important factory items from the points of 
view of office mechanisation and the preservation of 
accounting safeguards, namely, materials and labour. 

Materials.—The cost department, of course, is not 
concerned with materials until they are issued, but 
there must be adequate safeguards as to proper 


receipt of the materials, efficient store control and the 


proper issue of materials. 
Formerly, the practice was to enter up details of 
Ev Soaks received in a goods received book, and time 
was often lost later when the invoice was received in 
Searching for information of the receipt of the goods. 


To-day, these particulars should be recorded by type- 
writer on a form called an “ apron,” giving details 
of the receipt of the goods, one copy remaining in the 
goods inwards department as a store record and the 
other being sent to the central invoice department to 
be attached to the invoice when received. This 
“* apron system not only saves time in dealing with 
the goods, but ensures that particulars ot all out- 
standing invoices are readily available at belancing 
periods and that store and stock records are ‘kept 
up-to-date, 

The stores should be controlled as to maximum and 
minimum quantities to be kept, and the store records, 
to facilitate easy reference, should be typed on visible 
index cards. This method should prevent the un- 
necessary locking-up of working capital in the 
purchase of materials, which is a matter of the utmost 
importance in these days of violently fluctuating 
prices and one which no management can overlook 
without placing the whole business in jeopardy. 

Stores should be issued only on production of 
standardised requisition forms, which should contain 
all costing information and should be signed by a 
responsible party, such as the shop foreman. The 
information as to issue of stores will be scheduled each 
day under the respective cost operation numbers and 
a copy sent to the costing department. A proper 
system of dealing with surplus materials issued will 
also have to be provided by the use of supply notes 
from the factory to the store. The method of 
handling the stores requisition for costing purposes 
will, of course, vary according to the type of office 
machinery used in the costing system. 

Where tabulating machinery is in use cards will be 

Continuous stocktaking systems in large businesses 
would be rendered inefficient without the use of office 
machinery, more particularly is this so where there 
is in existence a unit stock control system. Formerly, 
the half-yearly physical stocktaking was relied upon 
almost entirely for stock information. To-day it 
would be extremely difficult, if not impossible, to 
keep pace with business under such conditions and 
physical stocktaking is now looked upon as one of the 
safeguards, acting as a check upon the continuous 
stocktaking system. This safeguard, of course, must 
be preserved, being now rendered much less expensive 
and much more simple by the use of modern store 
methods and the employment of adding and 
calculating machines. 

The office machinery employed in analysing 
materials will depend, of course, upon the size of the 
business and the nature of the analysis required. 
There may be a combination of calculating machines 
and typewriters with detachable adding box attach- 
ments called totalisers, accounting and statistical 
machines may be used, or the whole of the work 
may be done by tabulating machines together with 
their accessories. 

Labour.—The amount of analytical work required 
and the speed with which it has to be prepared in 
connection with the labour expense of the modern 
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business is so great as to render pen-and-ink methods 
almost obsolete. 

This work naturally divides itself into two parts, 
which form a total check upon each other, being 
those of accounting analysis and statistical analysis. 

The accounting analysis provides for the pre- 
paration of the pay roll, dissecting the total salaries 
and wages over departments and sections of depart- 
ments, so that predetermined totals are independently 
available as a check on the statistical analysis. 
Machines, not provided with typewriting equipment, 
which have been specially built for the purpose can 
be used for this work, combined with the use of some 
addressing machine, such as the Addressograph or 
the Adrema. There is so much repetitive work 
involved in the preparation of pay rolls that it will be 
found generally more economical to use this com- 
bination of machines rather than the typewriter 
accounting machine. However, each case must be 
considered upon its own merits, and sometimes a 
combination of calculating machines and typewriter 
adding machines is used. 

The statistical work required by the factory in 
respect of labour expense will be for the purpose of 
costing, ascertaining labour efficiency, studying the 
effect of the peak production factor, and to meet 
the requirements of any bonus scheme that may 
be in existence. 

The usual analysis required will be under piece- 
work, time-work and bonus work, which will be further 
analysed under direct, indirect and supervision labour, 
classified as to male and female, and may be required 
under departments, operations, processes, jobs, 
machine units or production units. This analysis 
will usually also be required as to amount, hours 
worked and quantities produced. 

The origin of both the accounting and statistical 
analysis will be either a time ticket, or time-recording 
clock card and piece-work and job cards. 

The statistical analysis will be done mainly through 
the costing department, either on tabulating ma- 
chinery or by means of a labour distribution sheet 
prepared with the aid of adding and calculating 
machines and non-typing accounting machines. The 
result of this statistical analysis will then be checked 
in total with the accounting analysis which has been 
prepared independently. 

There must be a proper system for making-up and 


_ paying wages and the clerks engaged in this work 


should not be concerned in either the accounting or 
statistical analysis. —The payment of wages should be 
made from recognised pay centres. Coin counting 
and sorting machines will be found a useful aid to 
the preparation of wages for payment. 

The safeguards, which are preserved against 
collusion and the insertion in the pay roll of 
dummy employees, are therefore as follows: 


(1) The reconciliation of the independent analysis 
for accounting and statistical purposes. 

(2) The use of time-recording clocks. 

(3) The independent payment of wages. 


— 


Time- clocks can now be used which are 
electrically controlled from a master clock, which 
ensures the same time being recorded throughout the 
factory. These clocks are not only used for ti 
employees in and out of the factory, but they are 
also employed recording actual time on jobs or 
processes. 

Factory Overhead Charges.—With the growth of 
experience in costing methods has come the realisa- 
tion, among other things, that careful and scientifie 
analysis of overheads is absolutely essential to the 
proper ascertainment of cost. 

The early methods of grouping the overhead 
expenses in the accounting system, and allocating 
them to costs on the basis of a percentage on materials 
or on materials and labour combined, have in general 
been proved not only inefficient, but entirely mis- 
leading and in many cases ridiculous. 

To-day, cost allocation of factory overheads calls 
for analysis of expenditure by reference to depart- 
ments, processes, power units, factory machines, 
factory area, &c. The aid of adding machines, 
calculating machines and, sometimes, accounting and 
tabulating machines, therefore, has had to be 
requisitioned to cope with this analytical work in 
order that it can be accomplished with greater 
accuracy, at efficient speed, and at an expense which 
justifies the existence of a costing system. 

Mechanical methods also facilitate the reconcilia- 
tion of the cost accounts with the financial accounts, 
when both are built up by mechanical means from 


the same original documents. 


Purchasing Accounting and Statistics. 

The method of dealing with the bought ledger or 
accounts payable function of accounting and the 
type of accounting machinery to be applied will 
depend, of course, upon the nature and extent of the 
work involved. 

In considering the application of mechanical 
accounting to this accounting procedure, the method 
of dealing with invoices, the keeping of the accounts 
payable and method of making payments must come 
under review. 

It has already been indicated that there should be a 
central department for dealing with invoices and the 
method of handling goods or materials received 
under the apron ” system has been explained. All 
invoices, whether for goods received or expenses, 
should first pass through this central department for 
registration. 

The successful working of the accounting system 
with mechanical means in the accounts payable 
department depends to a large extent upon the 
prompt receipt of invoices. At one time this was an 
immense stumbling block, but suppliers have now, 
in the majority of cases, been educated to sending 
in their invoices upon the despatch of goods. 

When the invoices are received, they should have 
attached to them the copy of goods received apron.” 
They should then be checked or marked off, as to 
prices, quantities and specification, with the copy 
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order which will have been received from the pur- 
chasing department. The invoice is then ready to 
commence its mechanical tour. 

After the foregoing procedure the invoices will be 
checked arithmetically and, for this purpose, if the 
daily number of invoices dealt with is large, it will be 
advisable to instal a battery of calculating machines. 
The next procedure will be to register the invoices, 
and this will be done on typewriters with adding 
attachments, or typewriter-adding machines. The 
method of registration may depend upon whether 
the accounts payable are grouped alphabetically, 
geographically or departmentally, or, alternatively, 
the registration may be made departmentally and the 
invoices subsequently sorted to alphabetical ledgers 
for the purpose of obtaining a predetermined total 
for the control of the particular group of ledger 
accounts, the latter course being advisable. 

The registration sheets will, in effec’, take the place 
of the bound bought journal. 

Expense invoices, after being classified by the 
internal audit department, will also be registered, a 
separate registration sheet being used for each class 
of expense. 0 

The accounts payable invoices will be sorted and 
passed to the ledgers for posting to the individual 
suppliers’ accounts by means of accounting machines 
and totals will be posted to the ledger control card. 
The ledger accounts should be kept on cards which 
may be contained in trays, or in a loose-leaf ledger 
which operates as a tray when in use, but can be 
closed as a loose leaf ledger when not in use. These 
trays, which are mounted on trollies and, therefore, 
easily transportable, are kept alongside the machine 
operator while in use, and when not in use are 
generally locked in a special fire-proof strong room. 

The mechanisation of the accounts payable pro- 
cedure has meant the training of suppliers to receive 
the purchaser’s statement of account instead of 
sending his own. This was at first a difficulty, but 
now suppliers readily fall in with the suggestion, as 
they find it of advantage to themselves. 

The ledger machines will each be responsible for an 
alphabetical group of suppliers, and the fact that 
each machine will have its own control account, 
which will be checked independently by the group 
ledger total account prepared by the statistical de- 
partment, renders localisation of errors much easier, 
particularly as each ledger will be balanced daily. 
This daily balance of ledgers is one of the greatest 
advantages of mechanical accounting, and it extends, 
of course, to all ledgers, whether they be accounts 
payable, accounts receivable, or nominal. 

The question of discounts is also of great im- 
portance and provision must be made upon the ledger 
cards for record of discount terms, or, alternatively, 
a visible index should be kept alphabetically giving 
particulars of each supplier and terms of trading. 

The rule as to payments should be that all, other 
than petty cash payments, must be made by cheque. 
There have been in existence for some time various 
cheque-writing devices introduced as a protection 


against the fraudulent use of cheques. From these 
has developed the pin-point cheque-writing type- 
writer, which not only types the cheque with the 


same protection, but at the same time, and made as 
copies of the cheque itself, prepares an authorisation 
sheet giving authority to the bank to meet the 
cheques mentioned therein and also prepares a state- 
ment in duplicate which becomes the accounts 
payable cash book, the duplicate being used as the 
cash posting medium to the ledger. 

The authorisation sheet, which can contain par- 
ticulars of at least fifty cheques, is signed by the 
executives in the same manner as they would have 
signed the cheque before the introduction of this 
system, the cheques themselves usually bearing 
facsimile signatures of two officials of the concern. 

It is obvious that the saving of executive time in 
this direction is no mean consideration, for, in place 
of every signature required formerly, at least only 
one in fifty is now required. 

From the point of view of safety the authorisation 
sheet, which is despatched to the bank at the same 
time as the cheques are posted, ensures that no 
cheques are met except those officially drawn and 
authorised. 

In addition to the accounting detail dealt with by 
office machinery in connection with accounts payable, 
there is a great deal of statistical analysis to be 
mechanically performed. This statistical work is 
required for purposes of unit stock control, control of 
departmental commitments and the purchasing con- 
troller may require statistical information as to prices 
and quantities purchased in particular markets, or 
from particular suppliers. This work is sometimes 
done on typewriter accounting machines and some- 
times on tabulating machines, where these latter 
machines are already in use on other work. 

The safeguards still retained in mechanisation in 
connection with the purchasing accounting branch of 
the accounting function, therefore, are as follows: 

(1) The ledger machine operators are not allowed 
to handle cash, and the cashiers are prohibited 
from dealing with ledger machines or accounts. 

(2) Group ledger total accounts are kept by the 
statistical department as a check upon the 
group ledger control accounts kept by the 
machine operators. 

(3) The basic documents used for both accounting 
and statistical purposes are the properly 
registered documents of original entry. 

(4) A more efficient check on goods received is 
provided. 

Sales Accounting and Statistics. 

There is, possibly, greater scope for mechanisation 
in connection with sales accounting and statistics than 
is the case with any other branch of the accountancy 
activities. At all events it is this branch of accounting 


which usually receives first attention when mechanisa- 


tion has been decided upon. 

The accounting field covers invoicing or billing, 
sales ledgers or accounts receivable, cash receipts and 
credit control, in all of which there is room for 
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mechanisation of some form of labour-saving device, 
such as the visible index. 

Accounting analysis usually requires the sales to be 
dissected into wholesale, retail, cash, credit, mail 
orders, and export. Also, further accounting divi- 
sions have to be made to meet hire purchase, instal- 
ment sale, and sale or return business, and to deal 
with returns and allowances and cash discounts. 

In addition to the foregoing, the statistical sales 
dissection may have to be made departmentally, 
geographically, over commodities, to group ledgers, 
to sales people for commission purposes, and for stock 
control requirements. Usually this analysis is done 
by the statistical department independently of the 
accounts receivable department, and provides, among 
other things, an independent check on that depart- 
ment by the preparation of sales ledger total accounts 
for each group of ledgers, which are agreed daily with 
the control accounts of the various group ledgers. 

Further analysis of a statistical nature may be 
required for the purpose of ascertaining velocity of 
turnover in certain districts or by particular agents, 
for calculating royalties payable, for providing 
information as to deliveries by districts, for the 
purpose of testing the pulling power of advertising— 
either by reference to the form of advertising or by 
district, and for the purpose of ascertaining the 
efficiency of salespeople. Most of this analytical 
information will be required in quantities and types 
of commodities as well as in amount. 

It is obvious, therefore, that without mechanisa- 
tion, in a business of any size, it would be impossible 
to cope with the work entailed in sales accounting and 
statistical analysis, except at enormous expense, 
rendering much of the work itself not worth the effort. 

The basis of the analysis and posting media will be 
the. documents of original entry, such as the sales 
dockets, duplicate cash receipts, returns vouchers, &c. 
The documents of original entry will be numbered 
and, in order to ensure that all dockets are accounted 
for, an adequate system of registration must be in use 
and a proper system of filing installed, so that all 
doekets may be readily available for reference when 
required subsequent to posting. 

It may be found necessary, on the grounds of 
economy and/or convenience, to have the documents 
of original entry prepared by hand, e.g., where the 
business is engaged in retail distribution, while in 
other cases, where sales are not made over the counter, 
it will in the main be more expeditious to have them 

typed on accounting machines specially built for the 
use of fanfold or continuous stationery. 

In general, the machines required to meet the needs 
of sales accounting and statistics will be adding, 
calculating, billing or invoicing, and ledger-posting 


machines. In addition, or alternatively, according to . 


the circumstances, cash registers may be brought into 
use for dealing with cash receipts, and there are 
special types of accounting machines suitable for hire- 
purchase and hotel accounting. 


In some concerns tabulating machinery is employed 
throughout the accounting system, while in other 


cases accounting machines are now used which com- 
bine the functions of the billing and ledger-posting 

The adding and calculating machines are more 

particularly employed in the statistical and internal 
audit sections of the accounting department in check - 
ing calculations on original documents, not already 
prepared on accounting machines, and analysing sales 
to salespeople and group ledger total accounts. 

The main safeguards preserved in the mechanical 

sales accounting procedure are as follows :— 

(1) The daily check on the group ledger control 
accounts by the independent sales ledger total 
account prepared by the statistical section. 

(2) The provision that group ledger machine 
operators are not allowed to handle cash and 
cashiers are not permitted to touch ledger 
accounts. 

(3) All cash received must be banked daily. 

(4) The basic documents used for both accounting 
and statistical purposes are the properly 
registered documents of original entry. 


General Accounting. 

The nominal and private ledgers should contain 
within themselves all the necessary data for the 
extraction of a trial balance. Whether or not 
mechanisation should be applied to these ledgers will 
depend upon the circumstances of each business and 
the extent to which analysis of nominal and private 
ledger accounts is required, but whether these ledger 
accounts are written up by hand in loose-leaf or bound 
ledgers, or are prepared on the card or loose-leaf 
principle by machinery, it is essential that they should 
be so arranged and classified as so provide the greatest 
facility for the preparation of the periodical manu- 
facturing, trading and profit and loss accounts and 
the balance sheet. 

The nominal and private ledger accounts will be 
written up from the main cash book, the expense 
summary cards prepared in the central invoicing 
department, and from the purchases and sales ledger 
total accounts prepared in the statistical section, or, 
alternatively, a further check may be provided by 
building up these total accounts independently in the 
ledgers from the merchandise summary cards, cash 
analysis, &c. In addition, it will probably be 
necessary to keep analytical journals for the nominal 
and private ledgers to take care of extraordinary 

MECHANISATION AND THE AUDITOR. 

It has already been emphasised that no alteration 
in method of accounting should be permitted without 
prior consultation with the auditor. The main reason 
for this is to give the auditor an opportunity of 
satisfying himself ag to whether or not he can adjust 
his audit programme to meet mechanical accounting 
conditions without violating the duties of his office. 

Apart from mechanical accounting, in the past the 
auditor frequently has had to adjust his programme 
and requirements to meet changing accounting con- 
ditions. At one time he insisted upon all items not 
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passing through any other book of original entry being 
journalised. The business need for the speedy pro- 
duction of audited accounts, however, persuaded him 
to modify this demand with regard to the journalisa- 
tion. of unexpired payments and accrued charges, 
which were then dealt with by bringing down such 
items in icular ledger account concerned 

through any book of original 


In examining mechanical methods, therefore, from 


(8) The usual accountancy safeguards have been 
ed and the possibility of collusion 
reduced to its minimum. 

In addition, he should satisfy himself as to the 
reliability of the machinery itself and that the method 
of handling documents of original entry. does not 
prevent him tracing the records riglit ire the 
accounting system if he so desires. 

Mechanisation has greatly reduced the human 
element in accounting, but it has by no means 
eliminated it. The auditor, therefore, should care- 
fully examine those parts of the mechanical system 
where the human factor comes most into play and see 
that the system of internal check in use to meet this 
condition is adequate. In this respect he may be 
satisfied that, in addition to his general audit tests, 
he can rely to a great extent upon the checks given by 
the machinery itself, such as proof sheets, audit strips 
and the working to independent predetermined totals 
and the further check provided by a proper system of 
control accounts. 

The general system of internal check and methods 
of allocating expenditure must also receive the careful 
attention of the auditor. 

Mechanical accounting has undoubtedly decreased 
the detailed audit work of the professional accountant, 
but, on the other hand, it should have increased the 
work in his capacity of accountant if he is really alive 
to the possibilities of office machinery, for his services 
will be called upon both to advise as to suitable 
machinery and to devise suitable mechanical account- 
ing systems. This has been recognised, at least, by 
some of the larger firms of professional accountants, 
who now employ mechanisation experts on their staff. 

The need for co-operation with the professional 
accountant has been recognised by the manufacturers 
of accounting machines, who in many cases employ 
qualified accountants on their selling staffs which 
should ensure a proper appreciation of the auditor's 
Viewpoint. : 


Accounting machinery has been developed to such 
a high state of efficiency that auditors, who are 
familiar with its use, rarely have any auditing 
objections to offer against its employment at the 
present time. In this respect the following typical 
replies to a questionnaire on the subject received from 
two of the leading manufacturers are interesting: 

(1) It may properly be said that the objections 
raised by auditors as a rule are mainly due to 
their very natural and proper conservatism, as 
well as to the fact that only in recent years have 
any great number of the profession become in 
any degree familiar with the extent to which 
machines can actually aid in the solution of 
their problems. The increased interest which 
members of the profession have shown in 
machines and machine methods in recent years 
is certainly bringing about a more favourable 
attitude on their own part toward office 
mechanisation, but also a concurrent improve- 
ment in the methods of application.” 

(2) The majority of objections that arise in the 
minds of accountants and auditors who are not 
familiar with machine methods, can be traced 
to the necessity of doing certain things in 
certain ways—under the pen and ink system. 
Long years of experience of pen and ink 
methods have taught accountants and auditors 
that certain practices are essential for checking 
and proving all book-keeping work that is dealt 
with by the human hand and brain. 

It is easy to appreciate that an accountant 
or auditor who has little or no acquaintance 
with machine methods finds it extremely 
difficult to understand how certain of these 
established practices can be entirely dispensed 
with under the machine method with any 
degree of safety. 

Nevertheless, it is a fact that in an efficient 
machine system —with its automatic mechani- 
cal proof of every stage of the routine right up 
to the final balance—the majority of the 
objections visualised simply do not arise in 

actual practice. It is a matter of obtaining a 
complete picture of the whole routine, rather 
than of looking at one particular phase of it in 
the light of past experience. 

Actual inspection of an efficient machine 
installation will quickly dispel the doubts of 
any accountant or auditor, who is concerned 
about what will prove to be the imaginary 
drawbacks of the machine system.” 

There are still, however, some professional account- 
ants who find it difficult to adjust themselves to 
mechanical methods, but as experience of mechanisa- 
tion grows this difficulty tends to become eliminated. 
The prejudices against the use of loose-leaf or card 
ledgers and the absence of journalised entries are fast 
disappearing with the present successful use of 
mechanical methods in the largest and most reputable 
concerns in almost every line of business. It seems, 
therefore, that the time has arrived when greater 
attention should be paid to the subject of mechanical 


ee 


eEO“E 1 
F 
: entry. Again, when business transactions were on a 
smaller scale than at present, he considered it his duty 4 
| to check in detail all transactions of whatever nature 3 
entered in the books of account, but with the subse- 
quent introduction of ledger total or adjustment 
accounts he displaced much of this detailed checking . 
by relying upon a system of check by tests. 

Fr 
an audit point of view, the auditor must be prepared 
to make necessary adjustments in his programme to | 
meet business requirements, provided he can satisfy 
himself by adequate tests that— 

(1) All transactions are properly recorded. 

(2) All transactions are properly authorised. 
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accounting in the professional examination syllabus 
and arrangements made for lectures and machine 
demonstrations for accountant students, so that the 
future generations of professional accountants will 
secure and maintain a status in this ever-widening 
field of accounting procedure such as they have 


hitherto enjoyed in past accounting practice. 
INSTALLATION OF MECHANICAL ACCOUNTING. 


In order to obtain the utmost efficiency from 
accounting machines it is absolutely necessary to 
study carefully the requirements for its proper 
installation, for sometimes the machines are blamed 
for faults arising from the lack of attention to what 
are thought to be obvious details. 


The first essential is that the accountant must 
carefully study, in collaboration with the auditor, any 
alterations required in the accounting system to meet 
the installation of mechanical methods and also to 
consider the effect of such changes on business 

It will be found generally that few accounting 
machines can be made to pay their way unless they 
are employed almost to full capacity. To enable this 
to be accomplished, the work of the machines must be 
carefully planned and allotted by the accountant, 
who will find the machine manufacturers, or their 
selling organisations, eager to give him the utmost 
help in this direction. 

Accommodation should be provided which will 
facilitate the full employment of the machinery by 
the centralisation of the work. The lay-out of the 
accounting machinery itself should be so arranged 
that the work flows freely from one operation to the 
next, so that the amount of running about by 
operators and others is reduced to a minimum. 

Careful attention must be given to the provision of 
adequate lighting arrangements, both daylight and 
artificial, which latter should be so distributed as to 
give a proper diffusion of light, thus avoiding what 
might otherwise be a serious handicap on the machine 
operator. The sitting posture of the operators should 
also be studied to provide the maximum avoidance of 
fatigue. 

The noise factor, which is ever present when 
machinery is employed, should also be carefully 
considered and, if deemed necessary, arrangements 
should be made to dampen this down as much as 
possible by acoustic treatment of ceilings, floors and 
walls, &c. The leading makes of acoustic materials 
are Acousticos, Celotex, the Johns-Manville System, 
May’s Acoustic Products, Newalls Asbestos Products 
and Slagbestos. Machine manufacturers have given 
quite considerable study to this problem and in many 
cases have made great improvements in the machines 
themselves from the standpoint of noise reduction. 


The use of machinery in accounting requires a 
higher standard of intelligence and alertness in the 
machine operators than is usually required in clerks 
engaged in the ordinary routine of book-keeping. The 
accountant, therefore, should ensure that his operators 
have had sufficient training before he installs his 


turers, or their selling agents, will give the utmost 
and not only train an adequate number of machine 
operators, but provide supervision for some time after 
installation. 


Where machinery is used to any great extent, 
proper provision should be made for its upkeep and 


supervision, so that any initial difficulties can be 
promptly dealt with. Where the machines are 
operated by electrically driven motors, care should be 
exercised in providing safeguards, by supervision or 
otherwise, to ensure that the electric current is not 
left switched on when the machine is not in use. 

Installation difficulties generally arise from lack of 
co-operation of the staff, inadequate planning, and the 
necessity sometimes of running the old and new 
systems together for a period. These difficulties, if 
they do arise, are soon overcome with patience, 
determination, and the unstinted assistance generally 
given by the manufacturers. 


ACCOUNTING AND CALCULATING MACHINERY. 

We have thus examined the growth in analytical 
work to meet management demands, the higher status 
of the accountant, the need for a proper classification 
of accounts, the general application of machinery to 
the accounting and statistical system, the relation of 
mechanisation to the auditor, and the precautions to 
be taken in p the installation of machinery. 
It remains for us now to consider the factors governing 
the choice of machinery and the different types of 
machines available. 

Cnoickx OF EQUIPMENT. 

There is now on the market an almost unlimited 
range of equipment for mechanical accounting and 
calculating, in each class of which there are different 
types, with special advantages of their own and 
varying degrees of efficiency. It is not within the 
scope of this paper, however, to express any preference 
for any particular type of accounting or calculating 
machine, as this can be done only by reference to the 
varying accounting needs of each business. It there- 
fore is possible to give only a guide to the general 
factors which should influence the choice. 

All accounting machines are equipped with features 
that practically produce the same accounting or 
statistical results, and the relative merits of the 
various classes of machines will depend on the method 
employed to obtain these results. 

The main considerations in the choice of accounting, 
statistical, or calculating machines will be, there- 
fore: 

(1) Speed and simplicity of operation; in this 
respect it will also be necessary to study the 
merits or demerits of mechanically and electrio- 
ally operated machines, to distinguish between 
machines with and without typewriter attach- 
ments and the difference in machines upon 
which the operator’s work is visible or non- 
visible. The number of machine operators 
necessary to complete an accounting 
calculating record should also be examined. 


SEG LEFETE.BFEEL FETE 


3181 


8 
at 


Beg58_ 888. BREFRSE § 22 


ae awe 


ee 
——.— — — eee 
Serr’ 
machinery. Here again most machine — am 
(4) 
a 
of ol 
= 
ee — 
att 


a oT YT HH & 


rn Of 8 OD hee” 


i 


SerrEMBER, 1933] 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 


529 


(2) Accuracy and method of proof. 

(8) Flexibility, that is, capability of being used 
for varying accounting operations. 

(4) Space required for efficient working of 
machines 


(5) Cost, that is, the expense in relation to the 
advantages to be obtained from the use of a 
particular type of machine, not merely from 
the point of view of savings in expense, but 
also in the provision of greater accounting 
efficiency. 

In comparing the different makes of accounting 

machines, special consideration should be given to 
keyboards, carriages and method of accumulation. 


The four main types of keyboard are the full or 
multifigure visible keyboard, ten-key keyboard, 
twelve-key keyboard and the typewriter keyboard. 
The usual types of carriages are the manually 
tabulated, key tabulated, visible automatic and blind 
automatic. Manually tabulated carriages, however, 
are not found on the latest machines, as they are 
generally admitted to be too slow in operation. 

The methods of accumulation are register accumu- 
lation and adding machine accumulation. In the 
former case totals are cleared by copying them and 
subtracting in the machine, while in the latter case 
the machine can be cleared by depression of a motor 
bar. si 
Other important matters to consider before the 
choice of machine is finally made are method of 
stationery feed, automatic printing of ciphers and 
punctuation, split or unlimited platen devices, cross- 
footing totalling devices, method and proof of pick-up 
of old balances, capacity of machine for storing totals, 
method of transfer of totals from one register to 
another, and manufacturers’ service arrangements. 

Each type of keyboard, carriage, method of 
accumulation, &c., must be considered by reference 
to the particular work for which the machine is 
required. The main points to be watched are speed 
of operation and degree of effort required by the 
operator. 

The most important guide in making a choice of 
machine is the demonstration of the machine itself, 
Which will be given freely by the various manu- 
facturers. The demonstrations, however, if possible 
should be obtained on the actual work for which the 
Machine is being considered, so that an exact com- 
parison of results may be made. 


DrrreRENT Types OF MACHINES AVAILABLE. 

In order to make this paper of the utmost use to 
accountants, it is necessary to detail, as far as possible, 
some of the different types of adding, calculating and 
accounting machines at present on the market. 

It will not be possible, of course, to go into the 
mechanical operations of all these machines, or even 
to detail the specialities of each make, and for that 
reason the names and addresses of the principal 


Manufacturers or agents are given as an addendum 


80 that accountants for demonstrations 
im, can arrange n 


We can deal here only with the special features of 
standard machines, but the leading manufacturers of 
accounting machines usually undertake, when neces- 
sary, and within limits, to adapt their standard 
machines to the special requirements of any particular 
business or accounting procedure. 

For our present purpose we will divide the machines 
for consideration under the following general heads :— 

(1) Adding and calculating machines. 

(2) Accounting machines. 

There are, of course, numbers of other machines 
and gadgets in use in the office, such as duplicating, 
franking, dictating, letter opening, addressing, en- 
dorsing and signature machines, &c., but which do 
not come within the scope of a paper on mechanical 
accounting. 

The order in which the various makes of machines 
are mentioned is purely alphabetical and must not be 
taken as suggesting any order of preference, which can 
be decided only in relation to the actual work for 
which the particular class of machine is required. 


Adding and Calculating Machines. 

The difference between adding and calculating 
machines lies in the fact that the former machines, 
although in some cases built to subtract and multiply 
by adding methods, are primarily built for pure 
addition work, while the latter machines perform the 
functions of addition, subtraction, multiplication and 
division. : 

Both classes of machines, which are made in 
portable, desk and stand models, may be operated 
either by hand, electrically, or in some cases by both 
methods, and may be listing or non-listing machines, 
In addition, duplex mechanism is fitted to many 
machine models, which enables two independent sets 
of figures to be listed and added simultaneously, 
This feature is especially useful for trial balance 
purposes, as it permits the machine to accumulate 
separate totals of debit and credit balances 
concurrently. Nearly all makes can be supplied 
for £ s. d. or decimal additions and calculations, 
and there are machines available for calculation of 
weights and measures. 

Adding machines are generally of the visible key- 
board type and are in three classes, standard key- 
board, twelve-key keyboard and ten-key keyboard. 
They are nearly all fitted with total, sub-total, non- 
add, repeat and error control keys and the listing 
machines have usually a non-print lever. Adding 
machines are supplied with, or without, direct sub- 
tracting device and are generally designed to include 
multiplication. 

Calculating machines can be obtained with either 
fully automatic or semi-automatic mechanisms for 
multiplication and division. 


The best known makes of adding machine grouped: 


according to style of keyboard are as follows :— 


Standard keyboard. 
Addo, Barrett, , Comptometer, Direct, 


Monroe, National and Victor. 
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Twelve · ke keyboard. 
f Dalton, Remington, Sundstrand and Monarch. 

Ten- key keyboard. N 

Odhner. 

Calculating machines are of three types, namely, 
standard keyboard, barrel and slide setting, the 
principal makes of which are as follows :— 

Standard keyboard. 

Archimedes, Burroughs, Comptometer, Hamann, 
Madas-Portable, Marchant, Mercedes-Sterling, 
Millionaire, Monroe and Muldivo. 

Barrel type. 

Brunsviga, Lusid, Marchant-Junior, Mercedes- 
Melitta, Mira and Odhner. 

Slide Setting type. 

Mercedes-Euclid, Tim and Unitas. 


machines mentioned above also combine the slide 
setting operation. 
Accounting Machines. 

There is an almost unlimited choice of accounting 
machines now on the market, each make capable of 
obtaining similar accounting results by differing 
methods, and, therefore, with differences as to speed 
_ of operation, flexibility, methods of proof and expense. 

The accountant must consider, however, the 

different types in the light of the work for which the 
machine is required and no general recommendation 
can be given within the limited scope of a paper of 
this character. For example, for hire-purchase or 
hotel accounting the National 2000 or 3000 class 
machines may be found to be the most suitable, while 
for preparation of payrolls and similar work Burroughs 
or Smith Premier machines may possibly be used to 
greater advantage. Again, in engineering works, the 
punched card machines of Hollerith or Powers may 
be required. 
The choice of machine all depends, therefore, on 
the nature and volume of the work involved and the 
limit of initial expense. The points to watch when 
comparing the merits of various makes have already 
been considered. 

In nearly all cases, accounting machines can be had 
either hand or electrically operated, and many of them 
are fitted with cross totalling devices. 

While there are differences in construction between 
different makes within each classification, the follow- 
ing are the main classifications of machines 
(1) Typewriters with adding box or register attachment. 

Typewriters of nearly all makes are built for 
invoicing or billing, with special attachments to take 
fanfold, interfold and continuous stationery. In 
addition, typewriters with adding box attachments, 
which are detachable, are used for billing, ledger 
posting, cheque writing and cash accounting under 
the system that has already been explained when 
dealing With accounts payable. 


2H 0: 


This type of machine is built for vertical or cross 
totalling as required. 

Some machines of the vertical type are capable of 
giving up to thirty vertical totals and in addition may 


Some of the standard keyboard type of calculating 


be fitted with a dual cross totalling mechanism; which 
gives two horizontal totals which can be used 
sterling, sterling and currency, units and currency, or 
units and sterling. 

Although these accounting machines can very often 
be usefully employed in the general scheme of 
mechanisation for large concerns, much greater scope 
will be found for their employment in the smaller 
business, They can be used either as accounting 
machines with full typing facilities, or as ordinary 
typewriters, although it is not economical to use the 
machine in this latter capacity. 

The principal makes of this type of 
machine are Remington, Smith Premier and Under. 
wood. 

(2) Flat-bed type. 

Machines of the flat-bed type are similar to the 
typewriter class, but instead of the printing being done 
on the usual typewriter carriage the machines are 
mounted upon a flat platen or table, upon which the 
accounting forms are placed and operated upon by 
the typewriter, which moves automatically to each 
writing position up and down the table on ratchets. 
Machines of this type are built for all kinds of account- 
ing work, and the principal makes are Elliott-Fisher 
and Mercedes. 

The National also have a flat-bed type of machine, 
not of the typewriter class, which performs four 
operations simultaneously. 

In addition to the above, Elliott-Fisher still 
build and market a flat-bed type of machine for 
working on bound books, but this is a clumsy 
method of accounting. 

(3) Adding machine type. 

This type of machine, which has for its basis the 
adding-subtracting machine, is built either with or 
without typewriter combination, while other machines 
in this class have the printing of special words such as 
Goods, “ Cash,” Returns, &c., provided in the 
machine itself. 

These machines are also supplied with an automatic 
dating device, and they are suitable for all kinds of 
accounting and statistical work. There are special 
machines for dealing with cash, hire-purchase, public 
utility, bank and all classes of specialised work. 
There are also machines in this class for cheque and 
receipt writing, cash accounting and the preparation 
of dividend statements and warrants. 

The accounting machines of this type are made 
with two different styles of keyboard, the visible 
standard adding machine keyboard and the twelve- 
key keyboard. 

The principal makes with the standard keyboard 
are Burroughs and National, who both have an 
exceedingly fine and efficient range of this class of 
machine. 

The principal makes of the twelve-key keyboard 
machines are the Dalton and Sundstrand, which make 
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a speciality of the touch operation, that is to say, 
operators are trained to work by touch without 
watching the keys. The advantages of this method in 
ordinary typewriting work are well known and the use 
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e touch operation in figure work by efficient operators 
may be of equal value. 

Machines of this twelve-key class do not, however, 
automatically print cyphers, and when it is considered 
that it is estimated that from 30 per cent. to 50 per 
gent. of all figure work is made up of cyphers it will 
be realised that the lack of this feature is a distinct 


handicap. 


The principal difference between the typewriter- 


adding machine combination and the typewriter with 
adding box attachments, previously mentioned, lies 
in the fact that the former machines were built 
primarily as adding-subtracting machines, the type- 
writer equipment having been added subsequently, 
while the latter machines were built for use as type- 
writers with the subsequent addition of adding boxes, 
or totalisers. 


(4) Punched card or tabulating system. 

The punched card, or tabulating, system is one 
which has come more to the front in recent years. It 
is more particularly suitable for businesses in which 
there is a great deal of analytical work to be done 
under many classifications, because this system is 
expensive, from the point of view of either capital 
outlay or rental and therefore requires to be worked 
to full capacity. It differs entirely from other 
accounting machines. The principal difference is that 
itis not only a machine, but a system. 

The basis of this system is provided by cards 
punched with the data taken from the documents of 
original entry, the punched holes supplying the means 
of selection for sorting and tabulating. The system 
consists of four operations, punching, automatic 
verifying, sorting and tabulating. All work becomes 
mechanical after the original punching and verifica- 
tion operations, which are the only hand operations, 
and thereafter the human element is reduced to a 
minimum. Gang punches are also supplied when 
required for punching numerous cards with the same 
information at one operation. 

The two makes of this class of accounting machinery, 
which is used in some businesses throughout the whole 
accounting and statistical system, are Powers-Samas 
and Hollerith. 

In the case of Hollerith the punching, verification 
and sorting operations are standard to all installa- 
tions, but there are varying types of tabulators as 
follows :— 

Hollerith Non-Listing machine, which merely totals 
the cards in counters or registers, leaving the operator 
to record by hand the totals shown on the counters. 

Hollerith Printing and Listing machine, which 
either lists the information contained on every card 
and accumulates totals and prints them when 
Tequired, or it will merely print totals for groups of 
tards. This type of machine is generally used for 
statistical and costing work. 

When Hollerith machines are applied to billing, 
ledger posting or other accounting work, two fitments 
ate attached to the tabulator, one for automatic 
subtraction and the other a printing device for 
describing the items. An automatic statement device 


is also fitted to the ledger posting machines to cope 
with continuous fanfold stationery. 

Powers-Samas have a similar range of machines to 
Hollerith, the main difference between the two being 
that, while Hollerith tabulators are operated electric- 
ally by plugs which can be adjusted at will, Powers 
tabulators are mechanically operated by pre-deter- 
mined pin boxes. 

Hollerith tabulating speed is 9,000 per hour, while 
that of Powers varies from 4,800 to 7,000 per hour, 
according to the class of work to be operated. The 
. ͤ—ͤ—» rh q as 
24,000 per hour. 

Powers also make a smaller scale machine, which is 
called Powers Four,” suitable for accounting work 
in smaller concerns. 

Hollerith machines, except punches, cannot be 
purchased ; they can only be rented, while those of 
Powers cannot be rented but must be purchased 
either outright or on hire-purchase. 

The Paramount system, although not an accounting 
machine system, also provides for punched cards and 
sorting by needle, but no provision is made for 
tabulation. This system is useful when the tabu- 
lating work is so small in volume that it can be 
accomplished better by hand, or in conjunction with 
the use of adding or calculating machines. 

(5) Campos type. 

The Campos machine, which is a new machine of a 
semi-tabulating type, in a class by itself, has a double 
entry d-vice and 1,000 registers. It will accumulate 
amounts in any one of these registers for any length 
of time. It is not so flexible as some of the other 
makes of machines, but has great possibilities and is 
worth investigation. 

The main features of this machine are that it will 

(a) Automatically pick up and print the old ledger 

ce. 

(6) Print debits and credits automatically in their 

correct columns. 

(c) Automatically compute and print the new 

balance. 

(d) Store such new balance. 

(e) Automatically accumulate postings for double 

entry purposes. 

(f) Automatically give a trial balance by the 

setting of a lever. 

This machine will probably be found most useful 
for stock control work, or expense analysis. In view 
of its lack of nn it is, however, an extremely 
expensive machine. 

(6) Copying type. 

A German machine which has just been introduced 
on the British market is also in a class by itself and is 
styled “ Ormig.” It has been in use in Germany for 


some time with success, but is little known in this 
country. 

The Ormig is in fact a copying machine. The 
original entries are made on a sheet of paper called the 
Master with a sheet of Ormig Carbon placed 
behind it. In this manner a negative or mirror print 
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impression is obtained and at the same time, and by 
the same operation, a duplicate master is prepared 
which becomes virtually a book of original entry when 
used for accounting purposes. 

The master can be handwritten, typed, or prepared 
on any accounting or tabulating machine and once it 
has been checked it is claimed that the possibility of 
subsequent error is eliminated. 

The pick-up of the master sheet is automatic after 
placing it on the Ormig machine, which is a flat table 
with a rotary copying device and similar in appearance 
to many ordinary duplicating machines. The ledger 
cards, dockets, or records are fed into the machine by 
hand and each posting is effected by the depression 
of a treadle, which operates the rotary drum upon 
which the master has been secured. Alignment is 
instantaneous and registration is automatic. 

The Ormig method can be applied to every class of 
accounting and statistical requirement of a posting 
or a copying nature. There is, however, no adding 
or calculating device attached to the machine, and all 
postings are made in detail, which somewhat limits 
the scope of the machine. 


CONCLUSION. 

In conclusion it must be emphasised that, if 
mechanical accounting is to be employed with full 
benefit, we must realise not only the need for the 
production of adequate data, but also the even 
greater necessity for the proper arrangement of that 
data and its intelligent interpretation. In this latter 
sphere the professional accountant plays an all- 
important part by directing investigation into its 
proper channels through the medium of his detached 
view of the business as a whole. 


There is no doubt that mechanical accounting has 
not only come to stay, but will continue to grow and 
as time passes will become more and more simplified 
in operation. As professional accountants, we must 
be fully alive to this fact and take it into full con- 
sideration when devising or overhauling accounting 
systems. 

ADDENDUM. 
Name and Address of Maker Trade 
(or Agent). Name. 
Block & Anderson, Ltd., Victor 
B House, 3 Snow 
Hill, London, E. C. I. 
Burroughs Adding Ma- Burroughs 
chine, Ltd., 136 Regent 
Street, London, W. I. 
Felt & Tarrant, Ltd., Comptometer 
Aldwych House, Ald- 
wych, London, W.C.2. 
Merkham Trading Co., Ltd., e 
Bush House, Aldwych, 
London, W.C.2. 
Muldivo 8 Barrett 
Machine Co., Ltd., 
49 Queen Victoria Street, 
London, E. C. 4. 
National Cash ee od National 


27 . 
3 Tottenham Court 
Road, London, W. I. 


— 


Name and Address of Maker Trade 
(or Agent). Name, 
Co., Ltd 
100 Gracechurch Street, 
London, E.C.8, 
Smith Premier Type- 
iting Co., Ltd., 
4 St. Paul’s Churchyard, 
London, E.C.4, 


Underwood Elliott * Sundstrand 
td 


Bush House, Aldwych, 
London, W. C. 2. 


Gilbert Wood (Arith- Addo 
metical Machines) Ltd., Direct 
755 Queen Victoria Monarch 
St., London, E. C. 4. Odhner 


Block & Anderson, Ltd., Archimedes 
Brunsviga House, Brunsviga 
3 Snow Hill, 
London, E. C. I. 


J. C. Burnham & Co. Marchant 
(Gt. Britain) Ltd., 
Bush House, Aldwych 
London, W. C. 2. 


Burroughs Adding Burroughs 
Machine, Ltd., 
136 Regent Street, 
London, W. I. 


Felt & Tarrant, Ltd. Comptometer 
Aldwych House, 


Aldwych, London, W. C. 2. 


Mercedes Sterling Book - Mercedes- 
keeping Calculating Melitta 
Machines, Ltd., Mercedes- 
51-54 Gracechurch St., Sterling 
London, E. C. 3. Mercedes- 

Euclid 


Merkham Trading Co., Monroe 
London, W. C. 2. 


Muldivo Calculating Muldivo 
Machine Co., Ltd., 
40 Queen Victoria St., 
London, E. C. 4. 
George Spicer, Tim 
Market Place, Unitas 
Brentford, Middlesex. Mira 


Gilbert Wood (Arith- Hamann 
metical Machines), Ltd., Lusid 
755 Queen Victoria Madas 
St., London, E.C.4, Millionaire 
Odhner 


Block & Anderson, Ltd., Ormig 
Brunsviga House, 
8 Snow Hill, 
London, E. C. I. 
British Tabulating Hollerith 
Machine Co., Ltd., 
Victoria Ho., Vernon 


51-54 Gracechurch St., 
London, E.C.8, 


8 
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ACCOUNTING 

MACHINES 

Place, Southampton 
Row, London, 
10 5 W. C. 1. 
‘ Burroughs Adding Burroughs 
Machine, Ltd., Moon- 
186 — Street, Hopkins 
London, W. I. 
Mercedes Sterling Book - Mercedes 
keeping Calculating 
* 
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Name and Address of Maker Trade Name and Address of Maker Trade 
Type. (or Agent). Name. Type. (or Agent) Name. 
AccounTING National Cash Register National Appresstinc Addressall Machine Co., Addressall 
MACHINES Co., Ltd., 96 High Holborn, 
225 Tottenham Ct. Rd., London, W.C.1. 
London, W.1. a Addresso- 
Powers-Samas Accounting Powers ultigraph, Ltd., graph 
Machines, Ltd., 29 Kingsway, Multigraph 
Aldwych Ho., Aldwych, London, W. C. 2. 
London, W. C. 2. mane Adrema 
te 136 Regent Street, 
arr te oo we London, W.1, 
100 Gracechurch Street, Hayward Co., Addressamite 
London, E.C.3. 62 Red Lion Elliott 
Smith Premier Smith London, E. C. I. 
Typewriting Co., Ltd., Premier Roneo, Ltd., Roneo 
4 St. Paul's Churchyd., 5-11 Holborn, 
London, E.C.4, London, E. C. I. 
Underwood Elliott Elliott Fisher Tun Blick Time Recorders, Blick 
Fisher, Ltd., Sundstrand Recorpinc 174 Gray's Inn Rd., Ltd. 
Bush Ho., Aldwych, Underwood CLocks London, W.C.1. 
London, W.C.2. Gledhill-Brook Time Gledhill- 
CASHIER Brandt Automatic Cashier Brandt Recorders, Ltd., Brook 
MACHINES Co., Ltd., Empire Works, 
Washington House, Huddersfield, 
40-41 Conduit St., International Time International 
London, W. I. Recording Co., Ltd., Bund 
Burroughs Adding Burroughs 112 Strand, Dey 
Machine, Ltd., London, W. C. 2. 
136 nt Street, Magneta Time Co., Ltd., Magneta 
ndon, W.1. 5 Tothill Street, Stromberg 
National Cash Register National Westminster, 
Co., Ltd., London, S. W. I. 
225 Tottenham Ct. Rd., National Time Recorder National 
London, W. I. Co., Ltd., 
CuequrE AND’ Burroughs Adding Burroughs 227 & 228 Blackfriars 
RECEIPT Machine, Ltd., Rd., London, S. E. I. 
WritTInc 8 VismnIx Carp Carter -Parratt, Ltd., Bizada 
MACHINES ndon, W. I. INDEX 16 Victoria Street, 
National Cash Register National SysTEMs London, S. W. I. 
. Sc . c. w. cave & Co., Ltd., Cavedex 
London, W. I. 3 
Remington Typewriter : : 
to. Ltd., Remington = Cope- Chat 
100 Gracechurch St., House : 
London, E.C.3. Old C 
Smith Premier Smith London, E. C. 4. 
Typewriting Co., Ltd., Premier Index, Ltd Harcodex 
4 St. Paul's Churchyard, 312 Thames House 
London, E.C.4, Millbank 2 
pan Brandt Automatic Cashier Brandt London, S. W. I. 
Ar 
„ Library Bureau, Ltd., Kardex 
W. Ho., 40-41 1 Leadenhall S 
Conduit Street, London, E.C.3, 
London, W.1. ail Ltd A 
Acoustic Celotex Co. of Great Celotex —— 11 A 2 K 
MATERIALS Britain, Ltd., 2 Kingswa 
324-6 Australia House, W.. 


Strand, London, W. C. 2. 
H. W. Cullum & Co., Ltd., Acousticos 
50-52 Britannia Street, Johns- 


Discussion on Professor Annan's and 
Mr. Ashworth’s Papers. 


8 C1 — Mr. Rotanp Duxxxnixv, F.C. W. A., said Professor 
n anes Annan had wisely interpreted Commerce to cover 
n Ltd., Maycoustic both large and small businesses.. They did not always 
Burgh Road, Sabinite realise that the great majority of businesses in this country 
Wimbledon, Cabot's Quilt were small businesses. An important thing apt to be 
London, S. W. 19. overlooked was that in every business, be it large or small, 
F. MeNeill & Co., Ltd., Slagbestos every function in management was carried out. In the 
52 Russell Square, small business one man might incorporate several func- 
London, W.C.1. tions, while in the large business specialists in each function 
Newalls Acoustic Newalls might be found necessary. He mentioned those thi 
Products, Ltd., Asbestos because they as accountants and specialists might 
Asbestos House, inclined to regard their function as of paramount import- 
Southwark Street, ance, whereas the manager or director to whom their 


London, S.E.1. advice was offered might be deeply concerned in the 
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works side, the purchasing side, or the side, and 
might regard accountants as a necessary evil. t being 
so, they must find out to what extent their advice, as it 
touched other functions, was being covered by other 
advisers. That would be necessary, particularly when 
they came to the interpretation of their information 
which, after all, should be the aim of their work. The 
building up of figures and information was only a means 
to an end. The demand for interpretation, if it was to 
be effecti answered, postulated — Business 
moved so quickly that to-morrow’s problems demanded 
answers whilst to-day’s problems were being tackled. 
Cost accounting was a ing commen on current 
events. Weekly, and even daily results were demanded, 
and Mr. Ashworth in his admi 


weekly and consolidated every four weeks. 
commenced to reach the co-ordinating office from two to 
four days after the end of the period. I am sorry that in 
dealing with periodical statistics, Professor Annan did not 
bring out the t advan , from the point of view of 
comparison, of the institution of the thirteen four-weekly 
periods, as against the usual method involving calendar 
months having varying numbers of days. With rapidly 
changing tions, comparisons with past results were 
not enough, and the author of the paper had wisely 
emphasised the necessity for setting up standards against 
which actualities could be measured, Professor Annan 
suggested some types of statistics which might be sub- 
mitted to managements. In using those statistics, 
something against which to measure them would be neces- 
. If standards had not been set up and comparisons 
with tis pent ware Gnd Tedteed, the aoscuntent would 
find when discussing them that he would be met by 
explanations of the differing conditions under the two 
periods of comparison, and his investigations would be 
countered by a series of excuses. If standards had been 
established, then he could ascertain the reasons why 
those had not been attained, and the ing discussion 
would provide the foundations for future action or change 
of policy. Professor Annan had e i that men 
with accounting training were being asked by the business 
8 take part in the ment of concerns 
to-day. t had not been done largely until the decline 
had set in, and the trouble had reflected itself in the 
financial results. Why wait until then? Business men 
with accounting training were needed all the time to check 
“the insidious development of unsatisfactory features ” 
which Professor Annan rightly ascribed as the cause of 
many failures. The campaign against waste and in- 
efficiency required costing information, by statistics 
running concurrently with the event, and forecast figures 
which would indicate the probable result of an action 
before that action was taken. Action taken as the result 
of considered information was a justifiable business risk, 
and most ments would be content to be judged 
on the result of it. Action taken on somebody’s opinion 
was a gamble, and to-day 144 no margin 
for gambling. He suggested that Congress should 
recommend to schools and colleges the inclusion of 
business economics and finance in their curricula for the 
finishing stages of a boy’s education, especially where the 
E r See SHESE IS annals wh 
business. (Cheers.) 


Mon. L. Polax (Holland), in the discussion 
on Mr. Ashworth’s paper, said he wished to compliment 
Mr. Ashworth on the very interesting —— he had read. 
For more than ten years he had followed with great 
interest most which had been published on the 
subject, and the present was the first time he had found 
a colleague who saw things in about the same way as he 
did. ‘There was no difference between the rules which 
an accountant had to plan when he had to do his work 
in whatever business it might be, whether the administra- 
tion had been mechanised or not, Working as auditors, 
they took no fewer precautions where business machines 
were used than in a business where they were not, for the 


working with the machines 
the working with pen and ink. 
machines had brought was that they had ope 


were like i 

to a large output. In such factories they found 
departments or parts of departments which still 
the situation such as it was when the firm 


would be built and equipped in quite a different 
Now-a-days the book-keeping was handled more or 

as a factory, that was to say, the manufacturer examined 
the ee in which the output of the office could be o 
ised. That led to the examination of all the work 

in the office and to planning, just as in a factory. Without 
machines they would never have got so far, and in his 
opinion that was the great advantage. With reference 
to daily balancing he did not entirely agree with Mr. 
Ashworth. In concerns such as banks there mi 


introduced by the machine sellers and accepted 
officials as a thing, but as a rule nobody 
at it. It was used by machine sellers as propaganda. 


Mr. A. S. Banks, C. P. A. (United States of America), 
said that on a paper of such great importance as that 
ven by Professor Annan, it was hard for him to express 
is views, and he would therefore like to use an illustration, 
nr In 
ine there was a great vocation centre which was very 
wooded. People ventured there, and they went farther 
and farther into the woods and some inevitably got lost. 
Those who did so acted in one of three ways. Some, 
realising they were lost in those enormous woods con- 
sidered that their plight was desperate and they ran around 
until they became exhausted. A second class lay down 
in despair and did nothing, but a third class, who were 
wiser, climbed up a tree, took their bearings east and west 
and some intermediate bearings on some big tree or other, 
and walked from point to point until they got to the high- 
way and to safety. It seemed to him that Professor 
Annan’s paper told them to be men of vision and to start 
out and do things before their energies were exhausted. 
Commerce was for the accountant’s help. Let 
and let them answer it and give 
to commerce what it required, as otherwise commerce 
would go out and find the services of others who were 
willing to help. ( Applause.) 

Mr. S. H. Giizerrt, F.C.A., said he would like first of 
all to congratulate Mr, Ashworth on his very able and 
inspiring r. Those who had the privilege of knowing 
him pe and he numbered himself them— 
knew that the vie nt that he had placed before them 
was the outcome of his own varied practical experience, 
and that fact must add materially to the value of his 
remarks. What the business man red from the 

rson who should be his best friend and adviser, namely, 

is accountant, was practical advice. Speaking as one 
who had had practical experience in the reorganisation 
of businesses of varying types during the post-war period, 
including the mechanisation of their counting houses and 
the installation of more modern methods of preparing 
and submitting statistical information for the use of the 
executives of those businesses, he considered that the 
paper they were considering was one of the most important 
on the programme of the Congress. Having made that 
roposed in a very brief manner to sub- 
appeal that the paper made to him as 
a practising accountant was that it stressed the need of 
scientific management and it urged the qualified acc ount- 
ant, as one who was trained by specialised education and 
practical experience, to develop his powers of ana lysis 
and organisation to the utmost—to play his part in 
fulfilling the demands for such management in the busin ess 
world to-day. That meant that the accountant mu st 
bring into play the knowledge that he possessed bot 
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eyes to the fact that most offices were not organised on 
an up-to-date standard. When businesses had grown 
their — methods had not i? with - 
door to departments where the most modern equipment 
had been installed. A new factory for the same output 
Accounting” had indicated how that modern demand 
was being met. In the companies with which he (Mr. 
Dunkerley) was connected, trading results were prepared 
be a necessity to know the daily balances, but in other 
concerns a daily balance was of no use. It had been 
DDr: 
ed 
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the accountancy point of view and the auditing 
point of view, and it was in that dual capacity that he 
should fit himself so that he might be able to guide both 
the executive for whom he might be working as financial 
controller, or the directors with whom he might come into 
contact as the auditor of the y. Mr. Ashworth 
rightly stressed the necessity of avoiding “ statistical 
indigestion,” and it was there that the trained mind of the 

ical accountant was so essential. Only recently he 


tal, 
— from its creditors. The preparation of statistics 


must have only one object in view, and that was to provide 
such up-to-date information as was absolutely necessary 
to enable the executive to the business in the most 
ng must be 
introduced with a view to assisting in that object. It 
was, therefore, clear that the accountant as financial 
controller should assist in the devising of the system that 
was most applicable to the individual business or 
of businesses under review. His first task must to 
the information and statistics required, after 
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so that the control might its in bringi 
about the financial — dene tales — 
with they were daily connected or frequently 
consulted. (Cheers.) 
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interest was a form of profit, and that 


as there were so many varied classes of 

was difficult to lay down a hard and fast rule, and 
sequently it had to be determined accordingly. In 
case the profit that was earned resulted from the 
all the assets, and surely could not be speci 
to any particular part of them. All assets were 
comprised in the capital of the business, and 
net income from their use was the profit of the business. 
In some concerns the money for the of some of 
the assets was raised by means of debentures, instead of 
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Was the cost of production greater because 
the capital was raised in a different way, or did the ques- 
tion answer itself ? Debenture interest was equivalent in 
nature to the rent sometimes incorrectly charged in the 
books for the use of lands owned by the undertaking, but 
it was an entirely different thing from the rent that was 
ie on Semmes Sor the use sete tend That was a 
standing cha inst the profits o — 
the former was not, and only confused the costings „ n 
it was inserted. Thus they were brought back to the main 
question—should interest be charged at all? It was 
generally said that theoretically it should not, on the 
grounds he had already mentioned that all interest was 


a form of profit, and it was a well known axiom of account~ 
ancy that no profit might be taken credit for until it had 
actually been earned. 

Mons. James Potax (Holland) said that too many 
business men saw accounting only as a formality, and at 
best a necessary evil. But before they blamed their 
clients for that conception they must first ask whether 
many accountants were not in default? Did not many 
accountants speak a language which was not understood 
by business men, and did not too many of them consider 
book-keeping as a final aim? In Holland they more and 
more came to the conclusion that their clients did appre- 
ciate the information submitted to them, provided it was 
given in a concise form and up to date. But they did 
not care for being wearied with too many figures. 

Mons. Kamu Avosten (Czecho-Slovakia) said he 
would like to indicate the conditions regarding mechanical 
accounting in his young national state, the Czechoslovak 
Republic. Though in none of their most important 
commercial banks could accountancy be to the 
full extent in terms of English or American organisations, 
there yet existed control departments, defined by law, 
Fe to their purpose. In particular, checking of 

position of debtors had been developed to such an 
extent that to-day it corresponded to a model of scrutiny. 
Comprehensive mechanisation in all directions was not yet 
in operation in all their banks, and even where it existed, 
entirely different methods of operation were in use. 
Indeed, their most important establishment, the Zivno- 
stenska banka, which in a few years had attained through 
efficiency in ment a prominent position as a repre- 
sentative of the banking: worl of their continent, had 
even to-day not been able to abandon the old and well- 
tried of bound books, and its correspondence 
with customers in eleven es was a 
further hindrance to mechanisation. Order reliability 
of its whole apparatus, well for many years, 
had not conduced to a desire for change in organisation. 
But their banks could, with regard to their book-keeping 
and control departments, hold their own in comparison 
with foreign banking institutions. After collection of 
detailed information and personal observation of all the 
leading institutions of their capital city he could state that 
a daily trial balance was extracted and certified at latest 
on the following morning, and that customers’ accounts 
and the journal had been collated by the beginning of the 
next day. Thus the most essential and important 
object of a competent organisation was unquestionably 
attained in all their banking enterprises. The call for 
mechanisation came to them after the Great War mainly 
from their neighbour Germany, partly by cheapened 
payments in inflation marks. In their state the hoped-for 
results from mechanisation of book-keeping and controls 
had been only partly attained, and as regards reduction 
of business costs, scarcely at all. This was explained 
partly by the fact that in Czecho-Slovakia the substitution 
of relatively higher qualified officials for cheaper workers. 
could not keep pace with the tempo of mechanisation, 
mainly from social motives. Besides, the widespread 
decline in business of all kinds, especially in their in- 
dustrial districts and above all in branch establishments, 
hindered full utilisation of the capacity of machines. 

Mr. J. Scorr-Moonx, F.S.A.A., said Mr. Ashworth had 
dealt with the subject from the respective points of view 
of both the accountant and the auditor. His (the 

r’s) acquaintance with the subject had been a 
one, and from the point of view of the 
accountant engaged in the endeavour to devise and apply 
the most economical means of accounting in the fullest 
— detail for the expenditure of public funds amount - 
to some millions a year, in the provision, development, 
running and maintenance of a large number of public 
institutions. It was therefore from that point of view 
only that he could offer a few very brief remarks. The 
functions of the accountant qua accountant t be 
broadly divided into (a) physical, and (b) ical. The 
— — he took to cover the operations of 
and t of data, and the psychical, 
those of in of those data by intellect and 
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| come across in practice a large business with a most 
efficient system of accounting—with ample statistical 
information available—that, lacking a trained mind as 
controller of its finances, failed to perceive from the mass 
of data supplied to it that it had locked up its liquid 
types of accounting machines to help the accountant 
and to make the machine fit the system, and not to expect 
MMI the system should be made to fit the machine. 
Most particularly it must not be the aim of the machine 
manufacturers to sell to each customer the maximum ' 
number of machines that he could be persuaded to order, 
nor to make work for the machines. A business had, 
in fact, three important divisions: (a) Production, 
EE ling, and it was up to them to show by 
their constructive ability that they were capable of 
Mr. T. A. Guuespre, F.L.A.A., said the theoretical 
side of costing should be more generally studied and 
advocated by accountants, and brought into the realms 
of practical utility. Professor Annan had J a 
very important side of costing, viz, the of 
U— — 
views. He uld 
a 
by means of shares, and interest had to be paid on them. 
Surely that could not affect the profit made by the 
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reason. It was obvious that mechanical methods could 
be applied only to the former category. One factor of 
the problem was found in the necessity for securing that 
the system of accounting to which machines were to be 
applied should be sound, complete, entirely devoid of 
non-essentials and not liable to variations of process. 
That aspect was of extreme importance for the reason 
that every machine had very rigid limitations, and any 
alterations to a system might involve extensive alterations 
to or even a complete — of machines. In that fact 
lay a distinct tendency for machines to assume the 
mastery. Mr. Ashworth had dealt with that danger. 
He pointed out that the machine should be applied to 
the system, and not the reverse. That, he submitted, was, 
in practice, only capable of application to a certain degree, 
and so far as the mechanisation of accounting work was 
ible, both now and in the future, it must always 
Inevitably be limited by the monly of available machines 
for the work required. Therefore, where the management 
of an undertaking desired to instal mechanical means of 
accountancy, the best course was to submit to selected 
makers of machines a scheme embodying the accounting 
system required, and to leave the mechanical experts on their 
side to devise and submit proposals for carrying them out 
by the available normal types of machines or by machines 
specially modified or even designed for the icular 
purposes. It would almost inevitably be found that both 
system and machines would require modification before 
a satisfactory solution was arrived at. The suggestion 
that the subject of mechanical accounting should take a 
prominent place in the professional examination syllabus, 
and that lectures and machine demonstrations should be 
provided by the various students’ societies, was most 
valuable, and it could not be too strongly that it 
should be implemented by those responsible without 
delay. Mr. Ashworth claimed that “ the use of machinery 
in accounting requires a higher standard of intelligence and 
alertness in the machine operators than is usually required 
in clerks engaged in the ordinary routine of book-keeping.” 
He had very grave doubts, based upon some years of 
ractical experience, as to the truth of that contention. 
While careful instruction was undoubtedly essential before 
an operator could be trusted to manipulate a machine, 
the normal operating was automatic to such an extent 
that certainly no greater intelligence or alertness were 
called for than were usually found in the average clerk. 
It was a fact that the monotony of the work after a time 
placed a severe strain upon the nervous system, and it 
was common experience that women operators suffered 
less from neurotic effects than did men. That strain, 
however, could hardly be described as “ mental.” Dr. 
L. J. Comrie, Superintendent of H.M. Nautical Almanac 
Office, had recently stated that the faster the process of 
transcribing a number the more accurate it was. He 
based that conclusion on the observation that when 
figures were copied by hand, the mind had time to 
or confuse them between the time they were 
were written down. With full 
keyboard machines the sight of a produced a reflex 
action so that the impression of the was immediately 
translated into the action of depressing the right key, and 
the impression then instantly faded, leaving the mind 
free to receive the next impression. ce, an operator 
who could attain high speed would also attain high 
accuracy. (Applause.) 

Mr. A. Carls, C. A., said their profession had grown 
in importance in this country, not because it had helped 
the business man to make profits but because it had been 
forced upon the business community by the requirements 
of the Government, the Stock and the Banks. 
The Government said, Thou shalt have an auditor,” 
so the business man somewhat reluctantly „ ae 
said, Thou shalt pay income tax according to most 
complicated regulations,” and the business man sent for 
the man who had audited his books to help him out of 
his trouble. The Government and the Stock Exchange 
Committee said, Thou shalt have a certificate of profits 
in thy prospectus,” and he sent for his own or someone 
else’s auditor. The bank manager said, Before lending 


read and the time they 


— 


you money I want to see audited accounts,” and 
the auditor was called in, When the bank could not get 
its money back a practising accountant was given the job 
of selling up the i so as to recover as much ag 
possible for the bank. In all those functions the account. 
ant undoubtedly rendered valuable service, but in none 
of them was he actually helping the business man to make 
profits. Surely, then, it was small wonder that, on the 
whole, the practising accountant was looked upon by the 
business man in commerce as a necessary evil. pote bo 
Annan had indicated that the first step that they should 
urge their clients to take was to institute the preparation 
of monthly profit and loss accounts. He himself entirely 
agreed, but those accounts must be efficient accounts, 
not merely tabulated statements of income and expendi- 
ture under the old fashioned headings and in the old 
fashioned form, They must comprise manufacturing 
accounts which did show the true cost of the products 
manufactured during the month, and trading accounts 
which showed the cost and sales values of the goods sold, 
and the expense of selling and distributing. And the 
expenses in those accounts must be shown under appro- 
priate headings so that efficiency of the expenditure on 
each of the activities of the business might be readily 
judged, because the business man’s interest was in the 
efficiency of the expenditure and not in its volume. From 
such monthly accounts it was only a short step to monthly 
departmental accounts ; and cost accounts—which, after 
all, were only an analysis of departmental accounts— 
were then just next door. And from sound cost accounts 
the business man could judge the efficiency of his business, 
As a profession they had in the past paid a great deal of 
attention to the volume of expenditure and its authorisa- 
tion, and none to its efficiency. If they were to render 

constructive aid to commerce they must devote 
a great deal of attention to the institution of accounts 
which would show the business man the degree of efficiency 
which he was obtaining from his expenditure and so help 
him to make profits, They would then no longer be looked 
upon as necessary evils. (Applause.) 

Mr. Ricnarp A. Wirry, F.S.A.A., said that most of 
them were aware that in 1935 there would be an inter- 
national conference on ment, and he thought 
Mr. Ashworth’s paper would of very great interest 
then as showing the progress made between the years 
1933 and 1935, use in his paper he had given them a 
very clear map of the advance trenches of battlefield 
to come. Therefore, he would like to congratulate Mr. 
Ashworth on his paper and would like to hail him asa 

ioneer in the important task of breaking — the 

orance, and it might be the lethargy, and possibly also 

conservatism of a large number of those engaged 

in the accountancy profession, towards that branch of 
commercial progress. (Applause.) 

Mr, C. O. TV, A. L. A. A., said commerce could not be 
carried on without the aid of capital, and therefore any- 

ing that accountancy could do to increase the confidence 
of ders in their investments must be an aid to 
commerce, At the present time the ordinary shareholder 
lost all control of his capital once it had been invested and, 
een 
was extremely brief. He believed it would be an aid 


to commerce if accountants could assist the investor 


by amplifying their audit reports. If, instead of a bare 
statement, made comments upon the progress of 
the concern and showed the ratio between expenses 
and sales, and so on, then the investor would have some 
knowledge of how the business was really r 
At the present time, beyond the bare accounts, w 
many 2— did not understand, they could only 
get an idea as to the progress made from the chairman’ 
speech, and that was given e 
to what it was advisable to tell to the public and 
shareholders, 

Mr. Joun Myers, F.C.A., said accountancy as a pro- 
fession had many advantages and, so far as his experience 
went, very few disadvantages. Amo the advan 


which might be placed in the forefront was the fact 
— 4 — when the articled clerk or 
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the apprentice had acquired it in an office which could 
afford all- round experience in general practice, carried 
with it a trai which should prove invaluable in any 
future career. Not only did it fit the articled 


clerk for the practice of his profession, but it opened up 


the long and broad avenues of a commercial career. The 
frst essential in the training of an articled clerk was a 
sound theoretical and practical knowledge of book- 
keeping and the writing up of complete sets of commercial 
books from original documents was excellent experience. 
Ir de might say so with respect, there appeared to be in the 
paper to which they had just listened, a little confusion 
as to the work to be carried out by the accountant as an 
auditor and that which he might carry out as a consultant. 
Professor Annan took, and rightly so, a broad view of the 
duties of the auditor, but he seemed to him to imply that 
the auditor should, in addition to the duties of the audit, 
always be on the look-out for improvements in the 
accountancy system of the company or business with 
which he was concerned, even to the extent of carrying 
out a considerable amount of work in doing so, for the 
purpose of making suggestions as to improvements to the 
proprietors or directors, who perhaps might very reason- 
ably object to his carrying out such work. It might well be 
that where an auditor had exceeded his duty in that way he 
might lay himself open to adverse criticism from a board 
of directors either for such excess of duty or for the 
expense it might involve. He had been very interested, 
as he had no doubt all had been, in hearing the Lecturer’s 
views as to cost accounts and inventories. The examina- 
tion of cost records, with a view to arriving at the value 
of work-in-progress in connection with an audit, was 
essential, but it was an examination which could, in his 
nion, be carried to greater lengths than were necessary. 

re an efficient system of cost records was kept by a 
factory, in his opinion it would be sufficient for the 
auditor to apply such a test or tests of the cost system 
and records as would satisfy him that the work-in-progress 
was correctly and taken credit for in the accounts 
of the company. He submitted that, if the auditor 
carried that out and was honestly satisfied with the result, 
he would be absolved in any question which might arise. 


Mr. F. J. B. Garpner, F. C. A., said it was essential to-day 
that the business man should be ht to make use of his 
accountant and auditor. He thought it was not far wrong 
to say that the majority of business men regarded their pro- 
fessional accountant merely as the individual who prepared 
their annual balance sheet, and if they got into financial 
difficulties would come on the scene. The prepara- 
tion of the annual ce sheet should take a relatively 
rere 
fessional accountant render to his client. By the 
variety of his experience, follo on his wide general 
training, he , if his client how te use him, 
be of invaluable assistance, and he would have liked to 
have seen that fact stressed in Professor Annan’s paper. 
The accountant came up the raw realities of 
business life and 
He must be practical, and w 
on education he was dealing with a subject which of itself 
could form the basis of a vital discussion. He would 
venture two observations: firstly, during the 
articles the student must concerned 
theoretical It was when he had 


commenced, and it was there that he 

fession insufficient provision was 

instruction. The other poin 

now-a-days Universities and other bodies had started 

ties for commerce degrees and business training. 

were two dangers they must guard against: one 

the overburdening of the young brain with too ta 

mass of subjects, many of a i nature, and 

second, allowing theory to outpace practical experience. 
Mr. G. T. B. Fall, C. A., said that Professor Annan 

had discussed, from the t of view of their future value 

to commerce, the of new entrants to the pro- 

fession. He had also mentioned the growing tendency 

of commerce to seek, for the higher commercial posts, 


men trained in the offices of professional accountants. 
With regard to the former point, he called attention 
to the greater emphasis placed on costing in the examina- 
tions of certain of the British Societies. He (Mr. Fall) 
would, however, remind them that, at least in this country, 
one of the main claims in favour of our system of training 
was that it combined practical with theoretical instruction. 
He personally rated the former very highly. He particu- 
larly referred to instruction in modern commercial 
organisation and practice, including especially mechanised 
accounting, ing, tary control, statistics, and 
similar matters. ical training on those points was, 
to all intents and purposes, entirely lacking as far as 
entrants to the profession, in this country at least, were 
concerned. With to men entering commerce as 
a full-time job, the fact that they were in increasing 
demand must not be misinterpreted. The larger houses, 
of the type that employed such men, realised that their 
ining was good up to a point, but sadly lacking beyond 
that point. Such men were regarded as of value because 
their professional training had developed imagination, 
initiative, and an uncircumscribed outlook, and they were 
thus receptive and productive ground for the iali 
instruction that it was still necessary for them to be 
given, but much of which could have been im to 
them while under articles in the profession. com- 
mercial community obviously had, as far as they were 
concerned, two needs of considerable importance. Fi A 
it required practising men who could, from the outside, 
diagnose, advise, initiate, reconstruct, and generally 
assist not only in financial and pure accountancy 
but also in matters of ing, mechanism, and the other 
ints to which he had referred. Secondly, it needed 
hly skilled accountants as full-time members of its 
staff. Those two needs it was endeavouring to fill from 
the ranks of their profession, but it was finding that the 
men 4 required a considerable amount of preliminary 
practical experience and instruction. There was, therefore 
a tendency for outside special societies, whose members 
received the training the accountant societies did not give, 
to be formed. He would like to offer a constructive pro- 
posal which, he submitted, was perfectly feasible since 
the solution of their problem was ready to hand in the 
— of the qualified accountant already in commerce. 
would suggest that entrants to the profession should 
be classified in two categories, namely, those who proposed 
to continue in the service of professional firms, and those 
who would later enter commerce. While the former 


ae hat 
ir „ y were properly equipped, but if not 
woul Kan 
when an upheaval of their ideas and 
undertaken if they were to continue to be “an aid to 
commerce.“ (Applause.) 

Professor G. L. Trancu Lasy (Roumania) said that the 
subject dealt with by Professor Annan was one of the most 


valuable work of the Congress. As an 


;! e ll 
= — — — [——— 1—-— 4 2 —2—ñxd:. .. u—- ˙ . —̃ u1—H—4 ——-— — — —A— —„—-—-—U¼ — — —¼— . ö—n . — — 
} 
r 
; 
} 
) 
a 
, 
: would be given some practical commercial experience, that 
| experience would receive greater prominence in the training 
| of the latter. To that end the system of apprenticeship 
| would have to be entirely changed and the co-operation 
of qualified accountants in commerce would have to be 
obtained, so that apprentices could receive a portion of 
their training under the guidance of such commercial 
accountants. If such a scheme were instituted not only 
the goodwill of qualified commercial accountants would 
have to be enlisted but their status and needs would require 
| careful consideration. They could not be left in their 
present rather isolated position. He ventured to ho 
examination that the most important part of his education a 
interesting in the realm of accountancy. As Professor 
at the Academy of High Commercial Studies and at the 
Ecole Supérieure de Commerce in Bucarest he was 
concerned in the n The adviser 
to a business man must beyond the activities of a 
single undertaking. The accountant was the liaison 
between the business man and the State from the point 
of view of finance and judicial relations. He would 
ppreciation of the 
Honorary President 
trongly in favour of 
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the pro made by the Italian Delegate that the next 
Congress should be held at Rome. 


Mr. A. W. Tory, F.L.A.A., said the client of yesterday 
was quite satisfied to have an annual balance sheet 
covering the whole of his activities, and usually he did 
not know till the balance sheet was made up whether his 
year’s working had been profitable or not. To-day he 
wanted to know his position from week to week, or at 
least from month to month, and a proper system of 
accountancy would reveal it to him. He was not satisfied 
to feel the main pulse of his creation ; he wanted to feel 
the throb of life in every member. He wanted intelligent 
forecasts of what the result would be if he lopped off a 
member or grafted on a new one. He wanted to be able 
to have a complete picture of the whole creation given 
to him at short notice whenever he called for it. And all 
those wants were satisfied by up-to-date accounting. 
The responsibility of practising accountants tow: 
commerce was great, and the Congress would prove 
invaluable in focussing that responsibility. 

The Cnamua (Mr. C. J. Shiells, C.A.) said that in the 
short time at his disposal he would confine his remarks 
to the subject of Education, a theme to which prominence 
was given throughout the r. He was glad that was 
so, because there had lately been a tendency in certain 
quarters to disparage the value to their students of a 
University education. That, to his mind, was very regret- 
able, for whatever their views might be about a Univer- 
sity education, he thought few would deny that it had 
the great virtue of teaching a man to think for himself. 
In these days of strenuous and increasing competition 
the value of a broad and independent outlook in the 
conduct of any profession was incontestable. Particularly 
was that true of their own profession of accountancy. 
As Professor Annan pointed out, the of services 
offered by the accountant of the future would inevitably 
be very much wider than it had been in the past. The 
change, indeed, was already ing place. Not only 
must the successful accountant be well founded on the 
theoretical and practical sides of accounting; he must 
in addition have a comprehensive knowledge of industry 
in all its phases, and he must be able to advise in the 

ment of a business. He must, in short, be ready 
and able to make himself conversant with matters outside 
the strict confines of his own profession if he wished to 
give the full value of his services. In the past it might 
perhaps have been sufficient to accept facts and statistics 
as they were placed before him; now it seemed to him 
essential, so complicated were modern industrial problems, 
that he should acquire some practical knowledge of the 
business to which those facts and statistics were related 
and so be in a position to check them. The accountant, 
he was sure they would agree, must take a larger view 
of his profession, and that applied to his dealings with all 
business, both great and small. They were forced, then, 
to recognise the need for Education in the fullest sense 
of the word, and there again it was that the benefits 
conferred by the Universities became most apparent. 


(Applause.) 
Professor Annan’s Reply. 


Professor ANNAN, replying to the discussion, said that 
it was impossible to touch upon one-half of the points 
that had been raised by the numerous speakers. The 
object he had in view in writing the paper had been to 
bring out the importance of accountancy more particularly 
to the small business. To show to what importance the 
small business had come, he might mention that during 
the last thirteen years, for example, limited liability 
companies of £50,000 capital and under had been formed 
to the number of 114,000 against companies with £50,000 
and over, of some 8,000 only. He would only touch on 
two of the points mentioned, which he thought called for 
emphasis, and the first one was the question of tuition. 
It had been suggested that there should be some teaching 
in schools for the preparing of students for the work of 
accountants. He would like to say with all deference that 
he thought it would be a good thing to introduce the 
broad study into schools of finance,economics and business 


— 


to take the place of the teaching of book-kee 
was done in schools at the present moment. e — 
be wrong, but he rather thought that book- at the 
— time was not being taught properly. He 

r example, that it was not the fault of the student 

4 looked — the rr his books at the end of 

year as one thing of paramount importance 
That was not his fault; he was taught to do that. He 
thought the teaching should be more on the lines of the 
suggestion mentioned in his paper, that the students should 
be told how to get out figures showing daily, weekly and 
monthly results. Accountants must try to tell their 
clients in figures the results of their operations but, as 
had been said by one of the speakers, accountants some- 
times did not give their clients matter that they could 
understand. C were all very well if they had been 
very carefully prepared, but the important thing was not 
to put too much into them, as otherwise they their 
effect. Accountants would do well not to supply unneces- 
sary figures or to supply unnecessary charts. It had 
been said that in his paper the business of advisory 
accountants had been confused with the business of 
auditors, but he thought that if the speaker would study 
his paper carefully he would see that his suggestion was 
that accountants should do all they could to help their 
clients. He quite appreciated that statistics should only 
be produced by the accountant by arrangement with his 
client, but he did think the offer to do so should come 
from the accountant. In conclusion, he would like to 
thank the Chairman for his concluding remarks. The 
Chairman had stressed the point he (the s er) had 
tried to make in his paper, that there should be some sort 
of research work into accountancy methods. They found 
research work in all sorts of scientific subjects. Business 
was a science and accountancy was a vast science, and 
therefore he would suggest that research work should be 
commenced. (Applause.) 

Mr. Ashworth’s Reply. 

Mr. Asnwonrn, replying to the discussion on his paper, 
said that as a matter of fact there was very little for him 
to reply to. Reference had been made to the question 
of machinery and the internal check. His experience 
had been that accounting machinery assisted and 
developed the internal check and did not place any 
hindrance upon the various checks being put into operation. 
He thought anyone who had had any experience with 
mechanical accounting would agree with him. He was 
glad that his remark as to the advisability of carefully 
planning the mechanical work had been stressed. Unless 
the work was carefully supervised, trouble would ensue 
and the expense would be considerable. He was grateful 
to several of the speakers who had confirmed his statement 
that by mechanical means accounts could be ready for 
submission within two or three days, but he agreed that 
that could only be done in the case of smaller businesses. 
He submitted, too, that that could not be done without 
machinery. He had been extremely interested in one 
of the suggestions put forward, namely, the closer associa- 
tion between the accountant and the management. He 
would like to stress that point and state that at some future 
date he was certain the accoun profession would 
have a further duty added to their long list, namely, the 
audit of ment. Another speaker had referred to 
the question of accountants being called upon to interpret 


went wrong. e 
k-keeper. Reference 
also been made to the strain on the nervous system. He 
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figures, and in that connection he would like to say t 
en was the essence of accountancy work. 
The k-keeper was no use as an accountant necessarily, 
although they had many people posing as accountants 
who were nothing more or less than book-keepers. In his 
opinion accountants must be able to interpret results. One a 
speaker had also referred to the intelligence of the operator. 
He had found that a — degree of — 1 2 was 
required by the machine operators because they must 
be able to do —_ on those rare occasions when things 
never nad a Case OF collapse, ug he 1a a 
that the strain was considerable. He had had cases of 
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people getting panicky, and he agreed that the use of 
machines was not conducive to better nervous health. 
He only hoped that his paper had increased the thought 
of the eee, cee on the question of the 
relationship between accountant and the ment, 
and he hoped that some would have benefited from his 
humble efforts. (Applause.) 


On Wednesday, July 19th, a Paper was read on 


THE 
CONTROL OF CHARGES AND PROFITS 
OF STATUTORY UNDERTAKINGS 
in (1) Private, or (2) Public Ownership, and the 
Accounts Relating Thereto, e.g., (a) Railways, 
(b) Docks and Harbours, (c) Water, (d) Gas, 
(e) Electricity, and (f) Tramways, 
BY 
Mr. WILLIAM CASH, F.C.A. 


The chair was occupied by Mr. J. McLaren 
Biccar (President of the London Association of 
Certified Accountants). 

Mr. Casn said: 

In introdueing to you this paper, I desire to say 
at the outset that I have found the subject a very 
large one; it covers the activities of very many 
undertakings, most of which are of primary import- 
ance to the public at large. Indeed, my principal 
difficulty has been to condense into reasonable space 
and without going into unnecessary detail what might 
be said under each of the heads referred to in the 
title. It seems to me that the matter may be of 
interest at an International Congress because, no 
doubt, similar control of charges and profits must 
arise in other countries, and I venture to express the 
hope that accountants from abroad may find an 
interest in the methods employed in the United 
Kingdom and may be able also to contribute from 
their own experience examples of the manner in which 
similar matters are dealt with in other countries. 

Furthermore, from the accountants’ point of view, 
apart from the general interest attached to such 
matters, questions of accountancy are involved 
and, moreover, accountants, particularly those who 
specialise in such matters, are very frequently con- 
sulted in proceedings dealing, in the first place, with 
the authorisation of charges and the limitations of 
profits, and also again when the question of revision 
of such charges arises. Also accountants, in the great 
Majority of cases, are concerned as auditors of the 
undertakings with which I am dealing and, in this 
capacity, are interested in the powers and control in 
force in respect of the particular business. There are 
Many cases where companies, domiciled in the United 
Kingdom, are carrying on business abroad and their 
operations in foreign countries are regulated and 
controlled as regards their charges, and such control 
even extends to the regulation of wages, charges for 
depreciation, and in some cases, limitation of profits. 
1 have found that the matters I have dealt with are 
sufficiently lengthy to preclude the inclusion herein 
of reference to such cases as these; but here again 
there may be an opportunity for our friends from 
abroad to give us details of the methods employed. 


The accounts of statutory undertakings are designed 
to give effect to special legislation relating to the 
control of the charges and profits of such under- 
takings and are intended to show the working results 
of the businesses carried on, and, in order to appre- 
ciate the position, I would ask you to remember that 
such control, in most cases, is two-fold; inasmuch 
as it relates to both charges and also profits. Statutory 
undertakings are referred to often as quasi mono- 
polies and, as a result, are controlled or regulated by 
statute, and this, of course, has a political significance 
because statutory undertakings are given exceptional 
powers but are placed under statutory obligations. 
It is necessary that they should be endowed with 
statutory powers to enable them to fulfil their 
functions, but, because they are fulfilling duties to the 
public, limitations as to charges have been devised 
by the legislature and, in many cases profits have 
been limited or regulated both by Public and Private 
Acts of Parliament. Certain of these Acts have been 
in force for a long period of years. Individual under- 
takings are incorporated under the provisions of 
individual Private Acts of Parliament which grant 
the necessary powers to carry out certain work 
within specified areas, and in the great majority of 
cases these particular Private Acts incorporate the 
provisions of the relative Public Acts. It follows, 
therefore, that companies which are working under 
these constitutions have a different status to the 
ordinary limited company, registered under the 
Companies Act, 1862, onwards, culminating in the 
Companies Act of 1929. These statutory under- 
takings, which are not limited companies in the 
technical sense, nevertheless, so far as their stock- 
holders are concerned, have a limited liability. The 
largest and most important group of companies so 
constituted is that comprising the railway companies, 
and they, with the gas and water and certain other 
statutory companies, are governed, as far as their 
administrative actions are concerned, by the Com- 
panies Clauses Act, 1845. There is another class of 
undertaking clothed with statutory powers which I 
may describe as public boards. These are not com- 
panies but have powers to raise capital and earn 
profits, but their powers of charge and the allocation 
of their profits are controlled by the legislature. In 
this category are included such undertakings as the 
Metropolitan and other Water Boards, the Port of 
London and other Dock and Harbour Boards and also 
joint electricity authorities. A further group of 
undertakings includes those carried on by municipal 
corporations and other local authorities and relates 
to the supply by the owners of such things as water, 
gas, electric energy, tramways, and in other activities 
such as markets or, in a few cases, banking. 


Historically, the water companies reach back to 
earlier days than before railways were thought of, 
and there are a few other companies still surviving 
with Special Acts relating to such undertakings as 
toll bridges and, at a somewhat later date—say, 100 


years ago—to gas companies. Of still more recent 
origin are the tramways, and last, but not least 


important, the electricity undertakings. 


— 
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On the question of monopoly, it is interesting to 
consider how, in the passing of time, one industry has 
followed another and the alleged monopoly has been 
threatened by competition which at its initiation 
was not even thought of. For instance, the railway 
companies ousted and superseded the old stage coach 
and now they, in their turn, are threatened by road 
transport which at the present time is making serious 
inroads into their receipts and profits. No serious 
rival has been found yet to the water undertakings 
and water is a prime necessity of life and health 
under modern conditions; gas has to meet com- 
petition by oil and electricity, while even electricity, 
in certain directions, has to meet the competition of 
the oil engine and of oil fuel. Tramways have had 
to fight against the competition of the motor omnibus 
and are sometimes alluded to as an obsolete system of 
locomotion, although, with the help of electricity, the 
tramways have regained much of their usefulness. 
Again, those of us who look into the future may feel 
inclined to prophesy, as far as transport is concerned, 
that air transport may develop into a serious rival. 
I think it may be interesting in considering these 
subjects to spend some time on the historical side of 
these matters and to divide our subject under the 
various heads enumerated above. 


RaILWAxS. 

Railways have been described as entirely the 
creations of statutes. Parliament created them, 
launched them upon their existence and has regulated 
and controlled them throughout. In the early days 
of railways, during the railway boom of 1839, no less 
than 1,263 companies, representing a gross capital of 
£563,000,000, deposited plans with the Board of 
Trade for new lines. The various systems were 
sanctioned because there was traffic to be served and, 
having been given the powers which Parliament 
granted, very large sums of money have been spent 
by the railways in creating their undertakings, but 
no person, except on his own private property, may 
lay down a railway without coming to Parliament 
who arms the promoters with compulsory powers 
which are necessary to enable them to expropriate 
landowners and thus obtain the land necessary for 
their permanent way. But, at the same time, 
Parliament limits their authority to carry on business 
to the actual and direct powers granted and to other 
business reasonably ancillary thereto, so that a railway 
company can deal with collected and delivered traffic 
(C and D); that is to say, they may call for the goods 
intended to be sent by rail and may deliver them after 
transit. Parliament has allowed also the railway 
companies to engage in the ownership of docks and the 
running of steamers and the working of hotels. 

_ Historically, railway companies were intended to 
provide a specialised road with rails with the right 
to the public to use that roadway as a highway, and 
the railway companies were to be remunerated by a 
charge or toll and, in the first instance, were not 
necessarily to provide either locomotives or vehicles, 
and it is for this curious reason that railway com- 
panies’ charges are still referred to as “tolls and 
charges.” This fact is seen in the first Act of 1823 


(Stockton and Darlington), where there is a provision 
for the passage of coaches, gigs and landaus on the 
roadway, the owners of these vehicles being supposed 
to provide wheels to fit the railways and use them 
themselves. In the London, Brighton and South 
Coast Railway Act of 1845 the company were given 
power to provide their own engines, carriages and 
trucks and to become carriers. It was apparently 
contemplated that other vehicles might use the 
railway subject to regulation as to departure, arrival 
and speed, arriving on the railway from private 
sidings. In fact, at that date merchants undertook 
the receipt and despatch of goods apart altogether 
from the company. 

In the Railway and Canal Traffic Act of 1854 the 
companies were bound to :— 

** Afford all reasonable facilities for the receiving 
and delivering of traffic upon and from the several 
railways and canals belonging to or worked by such 
companies respectively, and for the return of 
carriages, trucks, boats, and other vehicles, and no 
such company shall make or give any undue or 
unreasonable preference to or in favour of any 
description of traffic, in any respect whatsoever, 
nor shall any such company, subject to any par- 
ticular person or company, or any particular 
description of traffic, to any undue or unreasonable 
prejudice or disadvantage in any respect what- 
soever.“ 

This section of the 1854 Act is of historical im- 
portance because it brought into existence what is 
known as The undue preference clause, and the 
right to the trader to reasonable facilities and the 
same Act also introduced certain maxima for the 
charges. These charging powers of the railways were 
revised under the Railway and Canal Traffic Act of 
1888 by a classification of the goods when uniformity 
in regard to all the railways was introduced. Under 
the same Act provisions were inserted whereby the 
charges for carriage varied according to whether the 
company provided the wagon, or the trader; in the 
latter case a rebate was allowed from the charge. 
These charges covered various kinds of services, 
including collection and delivery, terminal charges 
and conveyance charges, and orders under the powers 
of this Act were made for each individual railway 
company. Charge for detention or demurrage of 
vehicles was also another authorised charge. 

Since the railways were instituted first, the com- 
panies have provided stations and places for the 
reception and despatch of goods, and provisions were 
made for the protection of the public so that a trader, 
when quoted or charged a rate, was entitled to call 
upon the railway company to analyse, or split up, 
the rate between the charge for carriage and that for 
terminal services. An amending Act of 1894 fol- 
lowed and contained elaborate provisions with 


to the revision of rates which placed the onus on the 


company of proving that an increased rate was 
reasonable, but this provision has now been repealed 
by the Railways Act of 1921. Parliament in 1913 
gave the railway companies power to increase their 
charges due to increased costs arising from revision 
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of rates of pay and the Railway Companies Accounts 
and Returns Act of 1911, which came into force in 
1913, settled the present ststutory form of accounts 
applicable to railway companies. In the mean- 
while war broke out in 1914, and the Government 
took over the control of the railway companies 
under certain powers contained in the Regulation of 
the Forces Act, 1871, and, under such control, the 
companies were, in effect, guaranteed the revenue 
which they had actually earned in 1913, the last 
complete pre-war year. But after the war it was 
obvious that the position required special treatment, 
and the railways were, in effect, reconstituted under 
the Railways Act of 1921, and that is the Act which 
governs the position to-day. This brought into force 
a new principle. Beyond control of maximum 
charges the companies were previously entitled to 
earn such profits as they could. Under the 1921 Act 
they were given standard rates and charges designed 
to bring in a standardised revenue. A new authority 
was set up termed the Railway Rates Tribunal 
which proceeded to settle the rates and charges on 
this basis, and the companies are under obligation to 
make these charges (sect. 32). But the Act pro- 
vided a sliding scale; if the companies earn more 
than the standard revenue, they are allowed only to 
retain 20 per cent. of such excess and the balance 
is to be applied to the reduction of rates. The Act 
carried out also an amalgamation of the various 
companies so that to-day there are only four main- 
line companies. The importance of the alteration in 
charging power lies in the fact that there are no 
longer maximum charges, but these are now described 
as standard charges fixed by an independent tribunal. 


Unfortunately, whilst it is relatively easy in theory 
to fix a standard revenue and standard charges, it 
is not so easy by such a method to ensure that the 
actual revenue will produce the anticipated result. 
Whilst the Act contemplated an equilibrium and a 
possible raising of rates to give the standard revenue, 
such raising of rates would tend to defeat the object 
aimed at by discouraging traffic, especially at the 
present date when such traffic is competitive, nor would 
the equilibrium be obtained by increasing the charge 
on one class of traffic to make up for the decrease in 
another. The question of how far the railway com- 
panies shall be allowed to compete on the roads is a 
matter of urgent consideration to-day. The railway 
companies are entitled to compete on the sea, but 
on land the fear has been expressed that, by reason 
of their financial power, they might crush those 
engaged in road transport. On the other hand, 
the present financial state of the railways is a matter 
of such national importance, and so large a sum of 
money is invested in the railways that their financial 
Position is one of prime importance. Nominal 
Capital expended by railways in this country is, 
approximately, £1,300,000,000. 


Political difficulty lies in the holding of the balance 
between the railway companies and their competitors. 
There is a risk that they might crush the independent 
hauliers by working the road traffic without 
profit, to the detriment of the hauliers, and that 


a combination between the railway companies and 
the road interests might jeopardise the interests of 
the public who require cheap and efficient means 
for transport. 

Before leaving the question of charges, I ought, 
perhaps, to refer to the matter of exceptional rates, 
this being one of considerable complication. Prior 
to the 1921 Act, the companies had upon their rate 
books exceptional rates running into millions; in 
fact, it has been said that the exceptions swallowed 
up the rule! The 1921 Act provided for the con- 
tinuance of the exceptional rates which at the 
appointed day the traders desired to have continued, 
and new exceptional rates were allowed to be 
granted by the railway companies within certain 
limits subject to their being reported to the Ministry 
of Transport, with a limitation on the deduction 
from the standard rate, and subsequent variations 
are liable to control by the Rates Tribunal with 
further provision against cutting rates. As showing 
the basis on which the standard revenue was to 
be calculated, I have extracted sect. 58 of the 1921 
Act (see Appendix A). I have added also sect. 59, 
which deals with the review of charges. So much 
for the control of charges and profits as far as the 
railway companies are concerned. 

Now as to the form of accounts. These are very 
voluminous and follow the provisions of the 1911 
Act, and are expanded by the statistics to be supplied 
to the Ministry of Transport by the companies as set 
out in the 1921 Act, Eighth Schedule. The accounts 
had one particularly interesting feature for the 
accountant. In the early days of the railway com- 
panies, the revenues were built up on the receipts 
of the period and the expenses included the actual 
cost of the repairs and renewals which fell within the 
account year. In the broadest sense, no allowance 
was made for depreciation. In later years, when the 
companies undertook the working of steamboats, it 
being obvious that the renewals of the boats must 
fall in infrequent and at lengthy periods, the com- 
panies concerned provided depreciation funds for 
ships. Certain of the companies also built up in 
effect a reserve or depreciation fund by the pro- 
vision of surpius rolling stock and, in this way, 
anticipated renewals. Then, at a later date, some of 
the larger companies, who came to be known as 
programme companies,” definitely introduced de- 
preciation or renewal funds scientifically calculated, 
particularly in connection with rolling stock. The 
1911 form of accounts recognised this principle, and 
it will be seen by reference thereto that provisions 
by way of transfers from or to renewal funds were 
contemplated. Sums which the companies received 
by way of compensation for deferred renewals and 
excessive wear and tear, which accrued during the 
period of Government control and were paid by the 
State under the provisions of the 1921 Act, were 
applied by the companies to the appropriate renewal 
funds and formed the basis of the considerable sums 
which the companies to-day hold in such funds. 

I do not propose to include here any discussion 
on the working of these funds, their adequacy or 
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there may be other similar enterprises, but these two 
will suffice for our purpose. 

The earliest supply of water in London was pro- 
vided by an engineer of the name of Peter Morrys, 
who, in 1582, obtained permission from the Cor. 
poration to pump water from the Thames into the 
City by means of water wheels placed in the first 
arch of London Bridge and driven by the tide. It 
is said: 

Before this time no such thing was known in 
England as this raising of water. It was done 
by a mill, and was the first waterwork that was 
made use of to supply the Citie of London with 
Thames water; and this water-mill furnished the 
neighbouring parts of the Citie as far as Grace- 
church Street.” (Stowe.) 

This system, inaugurated under a 500 years’ lease 
from the Corporation, was extended as time went on 
until five arches of the bridge were occupied with water- 
wheels and supplied the City for 240 years and the 
borough for 50. This undertaking came into the hands 
of the New River Company in 1822, and, subsequently, 
into the ownership of the Southwark and Vauxhall 
Water Company. Prior to this public supply Londoners 
were dependent on private shallow wells or polluted 


inadequacy, but when they were constituted the very 
‘important question of the adequacy of the funds 
was discussed, having particularly in mind the ques- 
tion of the added cost of renewal on a post-war basis 
of assets acquired by a pre-war capital expenditure. 
The general scope of the accounts is, I think, apparent. 
A capital account gives details of capital expenditure 
during the year; a summarised revenue account and 
appropriation account are supplemented by detailed 
accounts under each main head of expenditure and 
separate revenue accounts for ancillary businesses, 
and, finally, a balance sheet. Statistical information is 
afforded as to the principal classes of rolling stock and 
ships owned by the company, mileage of the per- 
manent way, train mileage, permanent-way repairs, 
renewals and repairs of locomotives, carriages and 
wagons, and, finally, a comparative statement of 
results in preceding years. The railway companies 
have been relieved of the necessity of furnishing this 
account in full to all their shareholders, and a sum- 
marised statement, comprising the particulars appear- 
ing in the full statements of accounts as to the revenue 
account and appropriation account with the balance 
sheet and certain of the statistical information, is to- 
day sent to the proprietors with an indication that 
a full statement of accounts can be had on application 


to the company. 


The statistics required under the 1921 Act are very 
elaborate. To deal with them in detail would take 
too long. Many of them have to be supplied monthly. 
They include freight receipts in tons and ton units, 
parcels and miscellaneous receipts and quantities, 
train and engine miles with consumption of coal, 
electricity and oil by locomotives, &c. 

The accountancy involved in the “ disintegration 
of exceptional rates (1921 Act, sect. 40) on the 
ascertainment of a terminal charge is an elaborate 
matter. I might instance a case which allows in 
the cost for interest on capital, maintenance, and 
working cost of a signal box used for a particular 
traffic on the basis of the proportionate number of 
lever movements in the box attributable to the traffic 
in question. 

WATER. 
_ Historically, I suppose, one of the earliest public 
supplies in this country was inaugurated by the New 
River Company which was incorporated by Letters 
Patent in 1619 with the title of “ The Governor and 
Company of the New River brought from Chadwell 
and Amwell to London.” The New River Company is 
still in existence, but as a limited company registered 
on July Ist, 1905, pursuant to an Act of Parliament 
in 1904. The company, of course, has been deprived 
of its water undertaking, which was transferred to the 
Metropolitan Water Board as from July 25th, 1904, 
and the company is now really a land and property 
company, owning estates, houses and property not 
connected with water supply. There is also the case 
of the supply afforded to-day in Plymouth and owned 
by the Plymouth Corporation which still uses the 
water from Drake’s Leat, the supply having been 
inaugurated by Sir Francis Drake and authorised 
under the Plymouth Water Act of 1585. No doubt, 


brooks or were supplied with water drawn from the 
river by men known as Cobs who carried water 
round to the houses in tynes,“ or buckets, at a 
charge of Id. or Id. per bucket. They formed a sort 
of guild and resented any interference with their 
privileges. 

The New River Company was the work of private 
enterprise. The City Corporation declined to 
undertake the work for which they had obtained 
powers, and thus recorded their decision :— 

»The Maior, Comaltie and Citizens considering 
the great charge and expense of the saide worke 
and doubtinge much losse might befall upon the 

Chamber of the said Citie, in case worke should not 

succeede well and prove beneficall, did thereupon 

forbeare at their common charge to undertake the 
saide worke soe as the same lay long neglected and 
unlike by them to be p’formed.” 


Sir Hugh Myddleton came forward and undertook 
the work himself with : 

divers persons of quality who were willing to 

adventure and joyne with him in contribucion 

towards the charge of saide worke.” 


That was the origin of the first London water com- 
pany. The New River water was brought to London 
in 1613 and was received with a great flourish of 
trumpets as a public benefaction. It was distributed 
in piper over a wide area and laid on in the houses, 
the us of the service pipe and taps being granted on 
lease for an annual payment. Under its constitution 
half the profits were to go to King James, who had 
borne half the expense of construction ; but, as losses 
ensued instead of profits, in the year 1631 Charles I 
disposed of his share to Sir Hugh Myddleton for the 
consideration of £500 a year to be paid in perpetuity 
to the Crown under the name of The King’s Clogg- 

The remaining half of the waterworks consisted of 
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96 shares, of which Sir Hugh Myddleton held 13. 
The important point to observe is that no public 
authority in the early days did anything to supply 
the needs of the public. Many of the early water 
companies paid no dividends for years, and none of 
them made much profit at first, and this should be 
remembered when sums paid in later years for water 


undertakings are referred to. 

The next London company in order of date was the 
East London Company, established in 1681, and the 
Chelsea Company in 1723. It would take too long here 
to deal with the history of all the London companies 
and with their efforts to improve the quality of the 
Thames water by storage and filtration. Of the early 
works of the New River Company, the Waterhouse,” 
erected about 1613 and restored in 1872, still exists 
and contains the old oak room which has been built 
in to the existing offices and to-day forms part of the 
offices of the Metropolitan Water Board and is 
situated on the site of the New Riverhead in Rosebery 
Avenue, Holborn. ¢ 


In London areas had been devised for the eight 
water companies which were in existence when their 
i were taken over by the Metropolitan 
Water Board under the Act of 1902 in the year 1904. 
Their dividends were limited by Act of Parliament 
to 10 per cent., but, of course, this applied only to 
the ordinary capital; any excess profits had to be 
applied to the reduction of rates and their charges 
for water were limited. In the early days of the 
New River Company the charge for domestic water 
laid on to a house was calculated by the number of 
chimneys in the house, which was a rough guide to 
the size of the dwelling. No doubt, the companies 
were prosperous undertakings; in fact, the New 
River Company, whose capital in 1852 was deemed to 
be £1,519,958, received in the arbitration in 1904 
£6,534,000 in Metropolitan Water B 3 per cent. 
Stock and, in addition, the Board took over debenture 
stock amounting to £1,258,000 and the company 
retained the landed estates. A King's share, which 
then represented £2,844 a year, realised in 1899 
£120,000. The total consideration money to the 
eight companies, paid by the Metropolitan Water 
Board under the 1902 Act, amounted to £42,854,128, 
which was paid by the issue of 3 per cent. stock, this 
irrespective of further outlay in connection with the 
transfer, compensation, stamp duty, &c. 


Water companies, generally, in obtaining Parlia- 
mentary authority acquire compulsory powers, if 
hecessary (except where they proceed by provisional 
order), to take land and water rights; power to 
break up the streets, under superintendence, for the 
laying and renewing of their pipes ; power to charge 
rates not exceeding the authorised maximum, based 
on the rateable value of property, and power to 
require payment of the same quarterly in advance; 
and power to recover such rates by the summary 
method of distraint with a further power of cutting 
off the supply; and the company’s water supply is 
protected by penalties against the fouling, waste or 
Misuse of it. On the other hand, the company may 
be compelled, under the conditions provided, to 


afford a supply of pure and wholesome water, unless 
prevented by frost, unusual drought or other un- 
avoidable cause or accident ; and their profits are 
restricted to 10 per cent. on their ordinary or original 
capital. In many cases the supply is required to 
be constant. 

Existing water companies are protected against 
local authorities intending to give supplies under the 
Public Health Act of 1875 so long as such companies 
are able and willing to supply water proper and 
sufficient for all reasonable purposes so that, under 
the provisions quoted, the company has a monopoly. 
Charges of each individual company vary, it being 
the practice of Parliament to allow such charges as 
will give a reasonable return on the capital involved. 
Under the Gas and Water Works Facilities Acts, 
1870 and 1873, Provisional Orders, subject to con- 
firmation of Parliament, may be obtained by any 
companies or person. Companies are allowed to 
charge for water supplied for trade purposes according 
to the quantity supplied. In many cases there is a 
limit on the quantity which may be required by any 
individual consumer. The law has established the 
fact that there is no property in underground per- 
colating water, but a company, when authorised to 
sink a well, may find themselves saddled with clauses 
whereby within a stated radius of such well, com- 
pensation may be payable to any person injuriously 
affected. There have been numerous decisions as to 
what is a domestic supply, a matter which it is not 
necessary to discuss here. 

Water companies have, in many instances, been 
transferred by purchase to local authorities but, as a 
general rule, Parliament will not compel a purchase 
and transfer unless there is real ground for complaint 
against the existing water company. 

So far as financial provisions are concerned, these 
are contained mainly in the Waterworks Clauses Act 
of 1847. Sect. 75 provides that the profits to be 
divided shall not exceed the prescribed rate or, 
where no rate is prescribed, shall not exceed 10 per 
cent. on the paid-up capital unless a larger dividend 
be at any time necessary to make up the deficiency 
of any previous dividend which shall have fallen 
short of the said yearly rate. This, in effect, enables 
a company to pay “ back dividends,” and many 
companies who, in years gone by, paid little or no 
return to their shareholders are, in this manner, 
recouped for the lean period which they, as pioneers, 
have encountered. 

Additional capital was fixed generally at 7 per cent. 
for ordinary capital and 5 per cent. for preference 
capital, but this additional capital, under the private 
Acts in compliance with standing Orders of Parlia- 
ment, has to be offered by public auction or tender at 
the best price which can be obtained. 

The Waterworks Clauses Act, sect. 76, is 
important, and I quote it verbatim 

If the clear profits of the undertaking in any 
year amount to a larger sum than is sufficient, after 
making up the deficiency in the dividends of any 
previous year as aforesaid, to make a dividend at 
the prescribed rate, the excess beyond the sum 


— 
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necessary for such purpose shall from time to time 
be invested in Government or other securities and 
the dividends and interest arising from such 
securities shall also be invested in the same or 
like securities, in order that the same may accumu- 
late at compound interest until the fund so formed 
amounts to the prescribed sum, or, if no sum be 
prescribed, to a sum equal to one-tenth part of the 
nominal capital of the undertakers, which sum 
shall form a reserved fund to answer any deficiency 


which may at any time happen in the amount of 


divisible profits or to meet any extraordinary 
claim or demand which may at any time arise 
against the undertakers; and, if such fund be at 
any time reduced, it may thereafter be again 
restored to the said sum and so from time to time 
as often as such reduction shall happen.” 


I should add that by the next section money cannot 
be taken from the fund for the purpose of meeting 
an extraordinary claim unless it is certified first by 
two Justices. 

Sect. 78 is as follows: 

When such fund shall, by accumulation or 
otherwise, amount to the prescribed sum or one- 
tenth part of the nominal capital, as the case may 
be, the interest and dividends thereon shall no 
longer be invested, but shall be applied to any 
of the general purposes of the undertaking to which 
the profits thereof are applicable.“ 


Under sect. 79 a deficiency in profits may be 
taken from the reserve fund. Under sect. 80, 
when the reserve fund is full, al! surplus profits must 
be applied to the reduction in the water charges. 
Under the same Act is a requirement to make up an 
annual statement of accounts which has to be cer- 
tified by the auditors and a copy sent to the Clerk 
of the Peace of the County in which the waterworks 
are situated. No form of accounts is prescribed, 
but the practice amongst water companies has 
produced a considerable amount of uniformity in a 
revenue account so that the expenditure side is 
generally set out under the following heads :— 

Maintenance of Works. 

Pumping. 

Filtration. 

Purchase of Water. 

Maintenance of Mains, Meters, &c. 
Salaries of Engineers. 

Rent, Wayleaves. 9 

Rates and Taxes. 


On the other side is shown the income from water 
and other subsidiary accounts. The balance is trans- 
ferred to a profit and loss or final appropriation 
account, the balance sheet being in the usual form 
introducing the balance of capital raised and ex- 
pended, the floating assets and the liabilities under 
the appropriate heads. 

It may be of interest to refer to the case of the 
Metropolitan Water Board as an example of a 
board as distinguished from a company. Under the 


provisions of the Metropolitan Water Act, 1902, the 
above Board took over the undertakings of the 
eight water companies and the transfer took place 
in 1904. The charging powers of the companies 
under the Metropolitan Water Board (Charges) Act, 
1907, were continued for a time and then unified for 
the whole area of supply on the basis of a charge not 
exceeding 5 per cent. on the rateable value for water 
for domestic purposes and a charge per 1,000 gallons 
for water supplied for trade purposes, the Board 
having the right to call upon constituent bodies to 
make good any deficiency in revenue, including the 
charge for interest on loans and debentures and 
sinking fund. In fact, a deficiency occurred during 
every year of the Board’s existence until a further 
Act in 1921 readjusted the charges so that the 5 
per cent. became at such rate per annum as the Board 
shall from time to time fix not exceeding 10 per cent. 
The loan period granted by the 1902 Act for the 
purchase price was the exceptionally long one of 
100 years (with suspension of the sinking fund for 20 
years), and for other subsequent capital 60 years or 
less. The revenue of the Board has to be estimated 
each year and the rate charged is to be fixed so as to 
balance the account. In effect, the Board are 
precluded from making surp!us profits. 


Gas. 

Here again, as with water, Parliamentary authority 
for the supply of gas is obtained by special Act or bya 
Provisional Order, afterwards confirmed by a Public 
Act, or by an Order made by the Board of Trade. 
Parliamentary authority having been obtained, 
certain consequences follow: the company obtain 
power to construct their works and, if need be, to 
take defined land compulsorily, but only if authorised 
by a Special Act ; they have certain limits of supply 
assigned to them; they obtain power to break up 
the public streets for laying and repairing mains and 
pipes. They obtain power to charge a certain price 
and are given summary remedies for recovering 
that price by cutting off the supply and by warrant 
of distress as well as by action in any Court of com- 
petent jurisdiction. On the other hand, the company 
come under many obligations and restrictions. They 
are restricted to definite lands for the manufacture 
and storage of gas; they may be compelled by 
consumers to afford them, under certain conditions, 
a supply of gas, and such gas must be of the pre- 
scribed thermal value, pressure and purity; they 
submit to a statutory limit of divisible profits and, 
in certain events, to the auction clauses ( 
referred to) when new capital is authorised to be 
raised. 

A gas company is, therefore, also a regulated 
monopoly in the sense that no other supplier of gas 
can compete with it, but, of course, under modern 
practice, the competition by electricity and oil has to 
be met. There are cases of companies supplying 
both gas and water, but it is usual in these cases to 
require the accounts of each undertaking to be kept 
separately. Under the Gas Works Clauses Act of 
1847, sect. 80, the profits to be divided are not to 
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exceed the prescribed rate or, where no rate is pre- 
scribed, it is not to exceed 10 per cent. unless a 
larger dividend be at any time necessary to make 
up the deficiency of any previous dividend which 
shall have fallen short of the said yearly rate, and 
there are similar provisions as in the case of water 
as to the creation of a reserve fund and a reduction 
of charge when the said fund is full. Similar clauses 
are inserted usually in regard to the raising of new 

as in the case of water. The practice under 
the Private Acts since 1874 has given additional 
funds, such as an insurance fund to meet extra- 
ordinary claims, a reserve fund to be limited to the 
purpose of making up dividends and, where the 
sliding scale of dividend has been introduced, the 
companies have been allowed also to form a special 
purposes fund for renewals, while the old reserve 
fund can be added to only out of profits authorised 
for distribution but not divided. 


The first gas company formed in London was the 
Gas Light and Coke Company, which was incorporated 
by Royal Charter dated April 30th, 1812, on the 
terms of an Act of Parliament passed three years 
previously, for the purpose of lighting the cities of 
London and Westminster and the Borough of 
Southwark. This was followed by the establishment 
of five other companies—the City of London 
Gas Light and Coke Company, the Imperial Gas Light 
and Coke Company, the Ratcliff Gas Light and Coke 
Company, the Phoenix Gas Light and Coke Company, 
and the Independent Gas Light and Coke Company— 
which were, severally, incorporated by Act of 
Parliament in the years 1816, 1820, 1823, 1824 and 
1829 respectively. 

At one time there was competition between the 
various London companies, of which there were 
thirteen, but these have been reduced now to four, 
viz: the Gas Light and Coke Company, the 
South Metropolitan Gas Company, the Wandsworth 
Gas Company, and the Commercial Gas Company. 
The first two companies celebrated their centenaries 
in 1912 and 1924 respectively and are undertakings 
of considerable magnitude. The first named has an 
issued capital, including loan capital and premiums, 
of £40,000,000, of which £18,911,000 is sliding scale 
capital; employs some 17,000 people and supplies 
gas over an area which extends from Staines to 
Southend. It is the largest gas undertaking in 
the world, and its annual sale of gas amounts 
to 49,000 million cubic feet, and of its 1,870,000 
consumers, 760,000 are supplied on the penny-in- 
the-slot principle. There are many gas undertakings 


in the hands of municipal authorities outside London, 


¢g., Birmingham, Manchester, &c., but there are 
to-day some 430 statutory company undertakings 
With a total issued capital, including loan capital, of 
approximately £123,000,000. 


About 1875 the sliding scale was introduced on the 
basis 


(1) That the initial price and quantity of gas shall 
be fairly fixed, having regard both to the 
immediate existing interests of the companies 


and the consumers and to the prospects of both 
under the new system. 

(2) That the price and dividend shall vary in 
certain fixed proportions without limit; so 
that, on the one hand, the price may be raised 
without limit as the dividend diminishes, and 
so that the dividend may be increased without 
limit as the price diminishes. 


The effect of this was to bring the company and 
consumer into partnership. This principle has been 
extended far beyond London and has, undoubtedly, 
had most beneficial results both to the consumers 
and to the companies and, coupled with the auction 
clauses, has resulted in capital being raised on most 
advantageous terms. The auction clauses in their 
application required new capital to be issued by 
auction or tender to the public so that such new 
capital was obtained on the most favourable terms 
with the result that the charge for remuneration of 
capital was as low as possible. In more recent years 
this provision has, in some cases, been relaxed 
subject to certain control by the Board of Trade or 
by bringing the price of issue into relation with 
current market quotations. — 

The initial or standard price for gas having been 
fixed, the relation between price and dividend was 
that for every reduction in the price of 1d. per 1,000 
cubic feet the company was authorised to increase the 
dividend authorised by 5s. (one-quarter) per cent. on 
the original or sliding scale capital of 10 per cent., 
and vice versa for every increase in the price of gas 
the dividend had to be correspondingly reduced, 
relative proportions being applied to capital bearing a 
smaller standard rate of dividend. This method was 
intended to reward the gas companies for good work 
and economies effected and, at the same time, with 
this incentive, secure to the consumers a share of any 
advantages that might accrue to the business. The 
proportion of the benefit divisible on an approximate 
basis is five-sixths to the consumers and one-sixth 
to the company. 

The calculation of the dividend, so far as the price 
of gas is concerned, is determined by the highest 
price of gas charged to the consumer during the 
current half year or year, and this took no account 
of discounts allowed or lower prices in force to large 
consumers. This part of the system was hardly fair 
to the shareholders and, commencing in 1920, a new 
method of calculation has been approved by Parlia- 
ment which compares the actual revenue receipts for 
gas with what might have been charged at the 
“ basic price or standard rate, the difference being 
termed the “‘ consumers’ benefit”; that is, the re- 
duction in charge which the consumers have enjoyed 
already. The companies are then permitted to 
distribute to their shareholders, by way of additional 
dividend, a sum of money equal to one-sixth of the. 
consumers’ benefit and, at the same time, another 
equal sum to their employees. This is a statutory 
right of the workpeople, subject, of course, to there 
being profits available to provide for both these 
additional sums. The basic prices fixed since 1920 


for about twenty companies, representing about 50 per 
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cent. of the gas sold by companies, have had regard to 
the conditions then existing, but before this, during 
the war years, public utility undertakings found them- 
selves in difficulties by reason of the great increase in 
wages and the high cost of coal and other materials. 
Unlike an ordinary trader or manufacturer, they were 
unable to increase the price of their commodities to 
cover them, or, if they could do so, they were 
penalised in their dividends for no fault of their own. 
Accordingly, Parliament intervened and, in the first 
instance, passed the Statutory Undertakings (Tem- 
porary Increase of Charges) Act, 1918, whereby some 
measure of financial relief was granted. This Act 
has expired now. This was but poor and inadequate 
justice, and in 1920 was passed the Gas Regulation 
Act, 1920, subsequently modified by the Gas Under- 
takings Act, 1929. Under the 1920 statute the Board 
of Trade was authorised by Order to revise the pro- 
visions as to charges in all Private Acts and so to raise 
the maximum or standard charge to cover the extra 
cost over pre-war figures to the extent of the increased 
costs beyond the control of the company. With 
this was linked the thermal method of charging for 
gas and provisions as to revision of prices, penalties, 
&e. The Act created also a new and simplified 
procedure for obtaining statutory powers by special 
order granted by the Board of Trade. Some 500 
undertakings under these provisions obtained a 
standard, or maximum, price, when costs were on a 
high post-war level, and but few of these subsequently 
had such prices reduced by an amending order. 
Under the 1920 Act certain amending orders were 
made granting undertakers a higher standard price 
for a temporary period during the coal strike of 1926. 
This Act contains also provisions for subsequent 
revision downwards at the instance of the Local 
Authorities in the event of costs falling, but reserving 
for the benefit of the undertakers any economies 
effected by them in the meanwhile. Similar pro- 
visions were enacted also for the benefit of the water 
undertakings in the Water Undertakings (Modification 
of Charges) Act, 1921, and for tramways under the 
Tramways (Temporary Increase of Charges) Act, 
1920, the administration being respectively in the 
hands of the Ministry of Health and the Ministry of 
Transport. So far as gas is concerned, the working 
of the 1920 Act has been modified slightly and 
extended by the Gas Undertakings Act, 1929, and, 
thereunder, reserve and special purposes funds may 
be enlarged. a 
By the Gas Regulation Act, 1920, all gas under - 
takings have to furnish to, the Board of Trade an 
annual account and such statistics and returns as 
the Board may require. This provision is intended 
to supersede the proyisions of the Gas Works Clauses 
Act, 1871, under which a form of statutory accounts 
was laid down, although the Board of Trade have not, 
in fact, prescribed any new form. Statistics are in 
two parts: one relating to the details of the manu- 
facture and the supply of gas and the other relating 
to finance and prices. The accounts comprise the 
following 
(4) Statement as to capital authorised, issued and 
to be issued. 


(B) Statement as to Loan Capital issued and to 
be issued. 

(c) Capital account showing capital expenditure 
and capital raised, the balance being carried 
to the balance sheet. 

(D) Revenue account. Expenditure grouped with 
subsidiary items under :— 

Expenditure: (1) Manufacture. 
(2) Distribution expenses. 
(3) Rates. 
(4) Administration. 
(5) Sundry itemised ex- 


penses such as law 
costs. 

(1) Sale of 
quantity sold. 

(2) Rents of meters, stoves, 
Ke 


(3) Residuals. 
(4) Sundries. 
The balance is transferred to: 

(E) Profit and loss (net revenue) account: 

Debit: Debenture and other interest. 
Transfers to reserve. 

Interim dividend. 

Balance from last account. 

Balance from revenue account. 

Interest. 

The balance (profit available) as per balance sheet. 
Balance Sheet. 

Debit: Balance from c and x. 
Reserve and other funds. 
Interest due or accrued. 
Creditors. 

Balance from c, if overspent. 
Investments of funds. 
Stocks. 

Debtors. 

Cash. 

(F) is statistical with figures in tons of coal 
stocks and coal carbonised and gallons of 
oil used. 

(c) is similar with figures relating to residuals, 
i. e., coke, tar, sulphate of ammonia. 

From these accounts costs per 1,000 cubic 
feet or per therm sold are invariably pre- 
pared and the working of the company can 
be criticised. 

ELECTRICITY. 

There are a considerable number of Acts dealing 
with the supply of electricity, beginning with the 
Electric Lighting Act, 1882, and ending with the 
Electric (Supply) Act, 1926. These apply only to 
bodies or persons who are authorised to supply 
electricity within any area by licence or, since 1919, 
by a special order made by the Electricity Com- 
missioners or by a Special Act of Parliament. Since 
1909 no persons can commence to supply in any area 
in which any other local authority, company, &c., are 
duly authorised to supply, so as to interfere with any 
such company (e. g., railway companies) who were 
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prior to that date. It follows, therefore, 

that authorised undertakers have a monopoly of 
within their own area. It would be outside 

the scope of this paper to deal in detail with all this 
large mass of legislation and variations in the method 
of authorising supplies now in force nor do I propose 
to deal with the powers of the Electricity Com- 
missioners which are of considerable extent. As 
far as companies are concerned, their capital is 
limited only by their Memorandum of Association or 
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able and the maximum dividend payable by the 
company are fixed subject to a sliding scale. A 
power company is incorporated almost always by the 
Act which creates it. Prices are fixed also by the 
ee Sot ae ee 
of Transport ; the revision period is generally ten 
years and the dividend payable is 2 (generally) 
to 8 per cent. on the following slide 


DD 
charged by the company throughout their area in any 
year are below the maximum prices fixed by the Act, 
the dividend may be increased by 5s. per cent., and 
for every 5s. per cent. by which the dividend in any 
year exceeds the rate of dividend fixed by the Act, 


the prices charged by the company for the next year 
must be 1} per cent. below the maximum prices 
fixed by the Act. The company may make good 
any deficiency in any previous dividend. 

Special legislation has been passed to deal with the 
companies supplying electricity in the County of 
London. Rights to purchase these undertakings 
were given up in 1925 by agreement with the local 
authorities and the companies undertakings were left 
to them until 1971. Meanwhile, they were granted 
standard prices based on the then existing costs and 
dividends by the London Electricity Acts, Nos. 1 
and 2, of 1925, subject to the revision of these prices 
in 1931 when the dividends were to be reduced. 
These standard prices were divided into four 
categories of supplies, via: 

(1) Railway and traction, 

(2) Bulk, 

(3) Street lighting, 

(4) Private consumers, 
and, within each of these sections, the company 
was to share in the excess profits for augmentation 
of dividend, the remainder of any economies or any 
increasing profits being applied to the reduction in 
price subject to the right to create limited reserves. 
From 1925 onwards the companies were to set aside 
sinking funds for the redemption of capital, calculated 
so that in 1971 the whole of the undertaking will pass 
to the London and Home Counties Joint Electricity 
Authority, the same authority having to pay for 
stocks, stores and debts taken over, and a further 
sum for assets acquired during the latter part of the 
term not fully provided for by the sinking fund. 
In this way the company would be repaid the whole 
of their capital then outstanding. 

. to tense Wie ennitel 
in the most advantageous form and on the best terms 
obtainable. They were prohibited also from paying 
back dividends and were allowed to set up a con- 
tingency fund not exceeding } per cent. per annum 
on the capital outstanding as a charge with a further 
optional 3 per cent. payable out of divisible profits. 
Standard prices are subject to revision at any time 
at intervals of three years if special circumstances 
then ruling justify such revision. 

The general position of the supply of electricity 
has been considerably modified by the Electricity 
(Supply) Act, 1926, under which a Central Electricity 
Board was constituted, charged with the duty of 
supplying electricity to authorised undertakers. The 
Board have to prepare schemes relating to specified 
areas, determining generating stations to be selected 
at which electricity shall be generated for the purposes 
of the Board, and also for providing main trans- 
mission lines. They have power to determine tariffs 
for electricity supplied directly by the Board to 
authorised undertakers with a limitation of price 
governed by the cost which the owners of existing 
stations would have incurred, had the Act not been 
passed, in themselves generating the like quantity 
of electricity. oer 

They have also power to alter the frequency em- 
ployed so as to effect a standardisation of frequency 


ces ee 
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incorporating Act. Unlike most statutory concerns, 
electricity companies are subject to purchase by 
local authorities under terms contained in the 
* Electric Lighting Act, 1888. 
Companies (subject to certain protective pro- 
7 visions) must give a supply throughout the specified 
number of streets in the Order. The method of 
„ charge and maximum prices is prescribed, and the 
charge must be either by the actual amount of 
electricity supplied, the quantity contained in the 
supply, or some other method approved by the 
Ministry of Transport. The prices to be charged 
are not to exceed those stated in the Order, and 
these maxima vary between summer and winter 
quarters. As a rule, these maxima are inoperative, 
having been fixed at a high rate. Prices and the 
method of charge may be varied by the Ministry of 
Transport after three years. Temporary relief as N 
to charges is given by the Statutory Undertakings 
(Temporary Increase of Charges) Act, 1918, and about 
150 applications for revision were dealt with by the 
Ministry of Transport (this Statute has now expired). 
Undertakers must not show any undue preference to 
any consumer. The Electricity Supply Acts contain 
no provision limiting profits of undertakers who are 
not local authorities and it is not the practice to 
insert in such provisions any special terms, but as 
and when bulk supplies are given from the national 
grid the Electricity Commissioners can impose a 
relationship between price and dividend (1926 Act, 
sect. 32). Annual accounts have to be kept and 
made up in a prescribed form, and copies must be 
| available for sale. 
Something must be said, however, about 
PE panies. There are some 76 
special Private Acts of Parliament which are special 
Acts within the Electric Lighting (Clauses) Act, 
1899, relating to this class of undertaking, and they 
have this peculiarity : the maximum prices charge- 
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with a repayment of the cost to the authorised under- 
taking for any expenses incurred in carrying such 
requirements into effect, and for such expenses the 
Board have power to borrow money to be repaid by 
the Electricity Commissioners, and the sums required 
to meet interest, together with the: sinking fund in 
respect of money borrowed for this ne the 
Commissioners, in their turn, have the right to 
recover from the industry. 

„The Abt give thie: Bosed tli power:to borrow for 
their ‘general capital expenditure the sum of 
233,500,000: and to ‘capitalise the interest for five 
years with power to the Treasury to guarantee the 
loans to the Board. Under the same Act, where any 
company, being an authorised undertaking and not a 
power company, receive a supply of electricity from 
the Board, the Electricity Commissioners may, having 
regard to any change in the cost of electricity attribut- 
able to the Act, by a special order, make provision 
as to the relation between the charges to be made 
for electricity and the dividends to be paid by the. 
company. This is a very important provision and 
may control profits to an extent not previously 
possible. From this provision the London companies 
are excluded. 

The Act deals also with the question of com- 
pulsory purchase of undertakings in future orders, 
and authorises the institution of two-part tariffs and 
the prices to be charged for the sale of fittings ; but I 
have said enough in this respect to cover, generally, 
the control and limitations placed on undertakers by 


„ 


‘ane are governed by the Tramways Act of 
1870, and are authorised whether in the hands of a 
public authority or a company. Under this Act the 
Board of Trade, and now the Ministry of Transport, 
have power to grant orders to a local authority, or a 
company with the consent of the local authority, for 
the construction of a tramway subject to the approval 
of Parliament.. They have power also to revoke or 
extend any provisional order. Of course, such an 
undertaking may be authorised by Private Act of 
Parliament. The Act contains powers with regard 
to the purchase of an undertaking by a local authority 
after a period of 21 years, and promoters were, there- 
upon, bound to sell the undertaking upon the terms 
of the then value (exclusive of any allowance for past 
or future profits or any compensation for compulsory 
sale) all the tramway, all lands, buildings, works and 
plant suitable to and used by them for purposes of 
their undertaking. The tolls are fixed by the Special 
Act or Order as maxima. The revision of tramway 
fares and stages is governed by the Tramways 
(Temporary Increase of Charges) Act, 1920, which is 
still in force, the determination of these matters 
being in the hands of the Ministry of Transport. 

Docks AND Hannouns. 

As an illustration of this class of undertaking and 
its extent I may cite the Port of London Authority. 
The Port of London Authority are a public board 
formed to acquire in: 1909 the. undertakings of the 
three London Dock Companies: at an initial cost of 


— 


some E22, 000,000. Their total capital issues, in- 
cluding stocks and other obligations, are now, ap- 
proximately, £40,000,000. The authority consist of 
29 members, 18 elected and 10 appointed by various 
interests, and a chairman. Their powers of 
are regulated by a number of Acts and their revenues 
have to be applied in payment of their 
expenses, interest on stock and loans and 
funds, and to a reserve fund not to — — 
There are various other funds. 
As regards their powers San ane 

four matters, being their main sources of revenue 

(1) Port rates on goods. 

(2) River duties on tonnage and tolls. 

(3) Rates for services to goods. 

(4) Rates on vessels using the docks. 


(1) As regards the port rates, these are specified 
in their 1932 Act, and are maximum rates subject to 
revision downwards by the Minister of Transport 
upon application to him. Within the maxima, the 
authority can vary the rates, subject to one provision 
under their 1920 Act, under which port rates charged 
on goods exported to parts beyond the seas must 
not exceed one-half of the port rates for the time 
being actually charged on similar goods imported from. 
parts beyond the seas, and the port rates on goods 
imported eoastwise must not exceed one-half of the 
port rates for the time being actually charged on 
similar goods imported, from parts beyond the seas; 
the port rates on goods exported coastwise must not 
exceed one-half the port rates for the time being 
actually charged on similar goods either imported. 
coastwise or exported to parts. beyond the seas, 
whichever rate may be the lower. 

The provisions as regards goods imported and 
exported coastwise do not apply to coal, patent fuel, 
coke, &., in respect of which the port rates on 
exports coastwise must not exceed one-half of the 
port rates for the time being actually charged on 
these goods, respectively, imported coastwise. 

(2) River duties of tonnage and tolls.—These are 
maximum charges. 

(3) Rates for service to goods. 

The authority have power to take rates on, prac- 
tically, every service which can be rendered by them 
without a maxima (except as regards a landing rate 
which applies to imports), such as craneage, piling, 
housing, weighing, coopering, sampling, &c. These 
rates must be only such reasonable rates as the port 
authority shall, from time to time, appoint and no 
question of any maxima in respect of these services 
arises. Maximum charges, however, are laid down 
in respect of the landing rate, which applies to 
imports; wharfage and porterage rates, which apply 
to exports. Here again, the maximum rates are 
subject to revision by the Minister of Transport. 

(4) Rates on vessels using the docks. 

These rates are laid down under the 1923 Act 
with provisions as regards revision by the Minister of 

Charges for rents of lands and premises 


Transport. 8 
and rents paid by shipowners for fixed berths are not 
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subject to any control. There are certain other 
charges which are not controlled by Statute, 

There are a number of other Boards or River 
Commissions dealing with the various ports around 
the coast. Their charges are all regulated by their 
own Special Acts, but are subject to amendment 
under the Harbour and Docks (Temporary Increase 
of Charges) Act, 1920, which Act had a limited life, 
but has been continued from time to time by Expiring 
Laws Continuance Acts. 

Tue LONDON PASSENGER TRANSPORT ACT, 

The year 1933 has seen the passing of the above 

Act which will create a new Board to take over the 


area with the main line railways. Inci- 
it is of considerable interest to find that the 


| 


t members of the new Board who will control 
the operations of this very important group of under- 
Of these appointing trustees one is the 
President of the Institute of Chartered Accountants. 
The activities of the new Board are subject to control 
in many particulars by the Ministry of Transport. 

The primary object of the Board is to co-ordinate 


Fund. Sinking funds for the Tramway Debt liquida- 
tion and a general sinking fund for the redemption of 
debt within a ninety-year period are also constituted. 
‘An annual report in a form to be prescribed by the 
Minister. is to be made, and also such financial and 


statistical returns furnished as may be determined, 
and also annual accounts are to be prepared in a form 
to be prescribed, and such accounts are to be audited. 

The Act provides for the payment of interest on 
the various capital stocks of the Board at fixed rates 
in order of priority. The last stock is designated 
C“ stock which has a standard rate of dividend of 
5 per cent, for two years and thereafter at 5} per 
cent., and in such later period further interest out of 
available revenues. If such additional interest is 
not distributed, it is to be paid into a special fund 
called C Stock Interest Fund,” and moneys may 
be withdrawn from that fund to pay interest up to a 
maximum rate of 6 per cent. 

The Act contains elaborate provisions as to settle- 
ment of disputes as to pay and conditions of service 
through a Wages Board and Negotiating Committee 
and by the establishment of Councils on which 
employees are represented. 

This Act contains many other provisions which I 
have not attempted to deal with. There are some 
hundred or more sections and sixteen schedules, 
Those I have mentioned I have compressed very 
much, but it seemed to me that this, the latest Act 
of Parliament to deal with Public Utility Under- 
takings, was of sufficient importance to merit con- 
sideration in this paper, even if my effort may be said 
to be somewhat sketchy and wanting in detail. 


Roap Transport BI. 

Whilst this paper was in course of preparation 
the Government announced their intention to 
introduce into Parliament a Bill for the control of 
Road Transport, and this will deal 
both with the licensing of vehicles used for the con- 
veyance of goods, regulating charges and hours of 
work, the intention, no doubt, being to exercise 
control over this class of business particularly with 
relation to the competition at present existing with 
the railways. 

Summing up the whole question of control of 
public utilities, two main facts emerge First, that 
all these matters are designed for the protection of 
the public, although; at the same time, they are 
drawn also to protect the interests of the investor’ 
in the various enterprises by giving him a reasonable 
return on the capital invested. Secondly, it will be 
seen how very considerable are the powers vested in 
the various Government departments. There are 
people who object to what is termed bureauctatic’ 
control, but, speaking generally, this control can be 
only exercised with safeguards by means of representa- 
tions which can be made to the departments concerned 
when questions of revision of charges or profits arise 
and, if such questions are raised by the und 
there is, in many ‘cases, the ultimate authority a 
control * Parliament itself for the protection of the 
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Underground Railways in London, the omnibuses, 

tramways and certain other transport interests, and 

also the powers to run steamboats on the Thames 

transferred from the London County Council. The 

Act provides also for the pooling of receipts in the 

Ham atu mesma 

trustees are enumerated whose duty it will be to 

passenger transport within the London Transport 

Area (extending some considerable distance outside 

London proper) and with directions to fix such fares 

and charges so as to secure that their revenues shall 

be sufficient to defray all their revenue charges. 

The existing statutory provisions as to charging 

powers are to have effect and the power of the 

Minister to revise tramway fares is to cease, but no 

goods or animals may be carried on any road vehicle. 

Fares in force on the date of transfer of the under- 

takings are to be scheduled and deposited at the 

Ministry and to be open for inspection. Revision 

of fares may be made by the Railway Rates Tribunal 

on the application of any local authority or the Board 

80 as to increase or reduce the fares, but twelve months 

must elapse between any general revision unless 

there has been a material change of circumstances, 

and this extends to main line suburban fares. 

With regard to alterations of services or facilities, 

or new services or facilities which may be con- 

templated, there are provisions safeguarding the 

financial position of the Board or the main line 

railways in the hands of the Rates Tribunal, and these 

extend to the fixing of fares and the provision or 

withdrawal of services. 

The existing capital powers of the present railway 

companies are transferred to the Board with further 

powers to borrow ten million pounds. The Board 

are to establish a Reserve Fund and an Insurance matters 
be Board of Trade: 66) 6 ool tovtentio ae 2A 
The Ministry of Health...) nn 
The Ministry of Transport. 
The Railway Rates Tribunal. Es 
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In conclusion, I can hope only that I have intro- 
duced to you a subject which, while it may not be 
familiar to all accountants, is, as I suggest to you, 
nevertheless, of practical interest to all citizens. 
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* ADJUSTMENT OF CHARGES TO REVENUE. 
Adjustment of Powers of Charging to Revenue. 
Section 58.—{1) The charges to be fixed in the 
first instance for each amalgamated company shall 
be such as will, together with the other sources of 
revenue, in the opinion of the rates tribunal, so far as 
practicable yield, with efficient and economical 
working and management, an annual net revenue 
(hereinafter referred to as the standard revenue) 
equivalent to the aggregate net revenues in the year 
nineteen hundred and thirteen of the constituent 
compen? and the subsidiary companies absorbed by 

the amalgamated company, together with— 

(a) A sum equal to 5 per cent. on capital expendi- 
ture forming the basis on which interest was 
allowed at the end of the period during which 
the constituent companies and subsidiary 
companies were in the possession of the 
Government; and 


(b) Such allowance.as may. be necessary to re- 
munerate adequately any additional capital 
which may have been raised or provided in 


respect of expenditure on capital account: 


incurred since the first day of January, 
nineteen hundred and thirteen, and not 
included in the expenditure referred to in the 
last preceding paragraph, unless it can be 
shown that such expenditure has not enhanced 
the value of the undertaking ; and 


(c) Such allowance as appears to the rates tribunal 
to be reasonable in respect of capital expendi- 
ture (not being less than twenty-five thousand 
pounds in the case of any work, and not being 
capital expenditure included in paragraph (a)), 

on works which enhance the value of the 
undertaking, but which had not at the be- 
ginning of the year nineteen hundred and 
thirteen become fully remunerative : 


Provided that, in determining the sum which 
charges will, with efficient and economic working and 
management, yield, the tribunal shall, with a view to 
encouraging the taking of early steps for effecting 
economies in working and management expenses 
rendered possible by or in anticipation of emaigame- 
tion, take into consideration the economies effected 
by such steps already taken, and shall make such 
allowance in respect thereof as the tribunal may 
consider fair and equitable to an amount not 
exceeding thirty-three and one-third per cent. of such 
economies. © 

(2) The tribunal when fixing charges in pursuance 
of the provisions of this section shall have regard to 
the means which in their opinion are best calculated 
to ensure the maximum development and extension 
in the public interest of the carriage by railway of 


practicable the effect which the existing charges, or 
any of them, have had upon the merchandise or 
passenger traffic to which they are applicable, and in 
particular whether the application of such charges 
has tended or, if continued, would be likely to tend 
towards causing the increase or diminution of the 
said traffic. 

(3) If on any such review as is mentioned in the 
next following section it appears to the rates tribunal 
that the allowance made under paragraph (c) of sub- 
section (1) of this section was too high or too low, 
the tribunal may revise the allowance and make such 
adjustment in the amount of the standard revenue 
as may be necessary. 

(4) When fixing the charges necessary to produce 
the standard revenue, the tribunal shall take into 
consideration the charges in respect of any business 
carried on by the company ancillary or subsidiary 
to its railways, the charges for which are not subject 
to the jurisdiction of the tribunal, and if in the 
opinion of the tribunal the company is not making, 
or has not taken reasonable steps to enable it to make, 
adequate charges in respect of any such business, the 
tribunal shall, in fixing the charges under this 
Part of this Act, take into account the revenue which 
would be produced by any such business if adequate 
charges were in operation. 
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Periodical Review of Standard Charges and 
Exceptional Rates. 

Section 59.—({1) The rates tribunal shall review the 
standard charges and exceptional charges of each 
amalgamated company at the end of the first com- 
plete financial year after the appointed day, or, if the 

inted day is the first day of January in any year, 
at the end of that year, and, unless directions are given 
by the Minister to the contrary in manner hereinafter 
appearing, at the end of each succeeding year, and 
the review shall be made on the experience of the 
operation of those charges for the period during 
which the standard charges have been in operation, 
r 

the experience of the operation of those charges 
during the preceding three years. 

(2) The Minister may direct as respects any year 
after the second annual review that a review shall 
not be held, and the directions may extend either to 
all the amalgamated companies or to any one or more 
of those companies : 

Provided that no such direction shall extend to any 
company which has applied to the Minister for a 
review, or in respect of which the Board of Trade.on 
the application of any representative body of traders 
have requested that a review shall be held. 

i(8) If on any such review the rates tribunal find 
that the net revenue or the average annual net 
revenue obtained, or which could, with efficient and 
economic management, have been obtained, by the 
company during the period on the experience of 
which the review is based is substantially in excess 
of the standard revenue of the company, with such 
allowance (if any) as appears to the tribunal necessary 
to remunerate adequately any .additional capital 
which may have been raised or provided in respect of 
expenditure on capital account incurred since the 
date upon which the standard charges were fixed 
in the first instance, the tribunal shall,.unless they 
are of opinion that owing to change in circumstances 
the excess is not likely to continue, modify all or any 
of the standard charges and make a corresponding 
general modification of the exceptional charges of the 
company so as to effect a reduction of the net revenue 
of the company in subsequent years to an extent 
equivalent to eighty per cent. of such excess : 

Provided that the tribunal in making such modifica- 
tions as aforesaid as respects one amalgamated 
company shall, so far as practicable, avoid making 
such modifications as would be likely to affect 
prejudicially the financial position of any other railway 
company. 

(4) If on any such review the rates tribunal find 
that the net revenue or the average annual net revenue 
obtained by the company during the period on the 
experience of which the review is based is less than the 
standard revenue of the company, with such allowance 
(if any) as appears to the tribunal necessary to 
Temunerate adequately any additional capital which 
may have been raised or provided in respect of ex- 
penditure on capital account incurred since the date 
upon which the standard charges were fixed in the 
first instance, and that the deficiency is not due to 


lack of efficiency or economy in the management, 
the tribunal shall, unless in their opinion owing to 
change of circumstances the deficiency is not likely 
to continue, make such modifications in all.or any 
of the standard charges and such a corresponding 
general modification of the exceptional charges of 
the company as they may think necessary to enable 
„re 
allowance (if any) as aforesaid. 

(5) Whenever on any such review such an excess 
as aforesaid is found then, for the purposes of subse- 
quent reviews, sub-section (3) of this section shall 
have effect as if for the standard revenue there were 
substituted a sum (hereinafter referred to as the 
** increased standard) equal to the standard revenue 
with the addition of twenty per cent. of such excess, 
and whenever on any such subsequent review an 
excess is found above the increased standard together 
with the allowance (if any) for additional capital, 
then, for the purpose of subsequent reviews, the 
increased standard shall be increased by a sum equal 
to twenty per cent. of such excess, and so on:; 

Provided that, if at any time after such an excess 
has been found, the standard charges and exceptional 
charges are modified in pursuance of sub-section (4) 
of this section on account of a deficiency, no such 
substitution shall be made until an excess above the 
standard revenue together with the allowance (if any) 
for additional capital is again found. 

(6) The rates tribunal, when modifying charges on 
any such review, shall have regard to the like con- 
siderations as when fixing charges in the first instance : 

Provided that the tribunal shall have regard to 
the financial results obtained from the operation of 
any ancillary or subsidiary business carried on by 
the company, and if satisfied that the net revenue 
resulting therefrom is, having regard to all the cir- 
cumstances, unduly low, may, for the purpose of 
such review, make such deductions from the charges 
which would otherwise have bem fixed es they 
think proper. 

(7) The modifications of standard charges and 
exceptional charges made in pursuance of this section 
shall take effect as from the first day of July in the 
yest Sollowing te, last yest tuner seview Gt cork 
other date as the rates tribunal may fix. 


Discussion on Mr. pesca 


or, if not, should be 
rnicious sense, the degree of the control of the service 
the hands of a company, or of anybody except the 
public 18 was likely to extensive and 
strict. however, the business was one which it 2 
thought by the public should more appropriately be 
entrusted to — 5 enterprise, then an reasona 
and broadminded in the form of safeguards 
exploitation of the public met the case. In Great be or 
water supply came within the former roadie Ti tollo 
ways in latter, speaking a uite t follo 
that the control of charges and seks of wt of statu — 
takings was exercised in a 
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Mr. the discussion, 
said a great deal depended upon the way the public 
looked on undertakings with a monopoly of the article 
or service they supplied. If ary consent the 
service was one which should either be in public hands, 
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* 
when it came to raise capital for the development of 
the business. It was common ground that whether the 


(a) The proprietors should not be at liberty to pick 
ee ee dens ke en acelin to ie 
of supply there should be the obligation to give 
service upon reasonable terms and conditions. All 
consumers in the like circumstances must be charged 


(b) That the prices charged for the services rendered 

r 
upon the capital employed. 

(e) That what constituted a reasonable return must 

depend upon the circumstances of each case, as it 
was not of standardisation either for all 


mentary restrictions,-was not effective method 
open to the public. The fear of local authority 
exercising its right, of purchase of the undertaking was 
co a strong inducement to the private compan 


df control had been imposed 
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water, gas, electricity, tramways and similar under. 
i No review of the British provisions for keeping 
in check the prices charged and the dividends paid by 
private monopolistic undertakings would be complete if 
it did not draw attention to the great value of Private 
Bill procedure. On the face of it, it would seem to be the 
case that the promotion of a Private Bill for the con- 
sideration of Parliament would enhance only the interests 
of the proprietors. In fact the promotion of the Bill 
presented the opportunity to the members of the local 
councils, who represented the interests of the 
to ask for the approval of Parliament to stronger and more 
effective rs of control over the enterprise and opera- 
tions of prietors of the private undertaking, where 


experience showed were needed. In the 
— 2 toed tion, it was the ritish 


; recogni 
was an element of trust, as well as commercial enterprise, 
hac ok bus bod in the 7 

r company or same industry 
the same vicinity. ey tet 
in this country we had not been involved in strife 
amount of capital which was to be taken for 
of the calculation of dividends. We had 
of what was an appropriate rate of interest, 

We invariably took the capital 
concern subject neither to appre- 
, and the average rate of dividend 
be reasonable had a fairly close relationship 
to the return for the time obtainable on investments 
in Government securities. we had not in this 
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shareholders. In Great Britain not a great deal had been 
done in that direction. „ „ 
policy for most consumers to be shareholders of 

monopoly businesses, but the minorities in any case must 
be cared for, and on the whole it was considered that the 
Great Britain for the control 
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of charges and profits of statutory undertakings were 


i 
3 
5 
i 
[ 
8 
f 
1 
b 


for government purposes, the charges 
controversial, and much could be said for and against 


against those 
the levy of for gas, &c., at profit-making 
ces, where the area supply and the area ra 
or deficiencies was the same, might appear to amount 
to more than change for. sixpence,” or transferring 
money from one pocket to another, there was considerable 
difference in the incidence of levies upon ratepayers for 
consumers 


towards producers in these hard times, and high charges 
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to its nature and to the attitude of mind of the public 
towards it. The accountancy profession, ey 
those members of it who specialised in public utility 
accounts, was entrusted with a heavy responsibility as 
the servants of the public in connection with monopolies 
like gas, electricity, or water. If they acted for the 
7 ee ee ee 

for correct accounts, but the assistance they 
could render the directors in maintaining a fair balance 
„ ee If they served the local 
councils as officials or advisers, looking at these accounts 
from the point of view of the public, as consumers, they 
had to discharge the duty of criticising, constructively 
wherever possible, the charges of the company, without 
„„ racuce to provide Tor the following essentials, namely : 
— the following conditions should — The right of consumers to have a supply on reasonable 
terms ; a reasonable dividend upon capital employed ; a 
D - — 
the same prices. 
concerns | one 7 or . - 
businesses of a different nature operating in the 
same district. 
country experien a of acute controversy i 
{d) That maximum prices should be fixed for all — — ir ane and elected, af 2 
„!! Se Se, tn: the United States—accentuated he feared by the 
or if. there. was no maximum price fixed, that a American doctrine of variable values of the capital 
maximum or at should be a ee ge the rr 
_ dividends paya = ee, chore capi tion—it was interesting to observe the move- 
vettled in many — in tion to prices „ment in that country towards converting consumers into 
0 ꝗkthat by a sliding scale the dividend might rise 
as the prices were reduced, and vice versa. 
7 Sates ae eestaniat 
upon improper trading that proprietors were con- 
firmed in their possession of the * Soe protected 
; from competition wholly or partly. A protection, 
even with the most stringent safeguards, of the public 
rights was almost impossible. The trend of based upon reasonable foundations. and gave gene 
public in this country had been towards public satisfaction. The wide range of this subject compelled 
ag TE = eg 
tricity and transport. Electricity undertakings and . f 
tramway concerns provided by private enterprise were at cost price was the maxim favoured by Parliament 
nearly all subject to rights of purchase on behalf of the and adopted by most local councils, though profit making 
blic. Rights of purchase were ee eee by in relief of local rates was, as Mr. Cash had shown, not 
Parliament where a company a a public utility entirely forbidden by law, e. g., on electricity supplies. 
service had not been able to w a good record after Where a local council supplied areas outside its jurisdiction 
operating some years. Control ef charges and profits 
the scrutiny of accounts and by the use of Parlia- 
* l 1 0 
sible as ratepayers to make up trading deficiencies in bad 
eep the eharges and dividends down a level whi 
the local authority itself might not be able to maintain, 
if it superseded the ee ae Great difficulty 
Was experienced by the Na Government of any 
eountry in framing and adjusting from time to time the 
measures’ which maintained a fair balance between the 
interests of the consumers and the interests of the share- to make profits to devote to road maintenance. But 
holders of & monopoly business in private hands. In apart from that, Parliamentary. Committees were tender 
Great Britain the provisions of Parliament applicable e 
private trading in these monopolies. were to be found for power or heat or illumination, or water, added to 
partly in the general law and partly in what was termed costs of production in many cases more than the rate- 
2 r relief from trading profits. This was a consideration 
t was really necessary to p as Mr. Cash did; by which had influenced the present tendency. of Purlis- 
way of historical ‘review, 10 perceive how the various mentary opinion in ſavour of cost - price including actual 
RS. .. 
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In conclusion, Mr. Collins referred to the need of standard- 
jsed accounts of monopoly concerns in the hands of private 
companies or public bodies. It would be a great achieve- 
ment if out of such conferences as the 8 there 
udually emerged a plan for the establi nt of an 
ternational form of accounts for businesses supplying 
water, , electricity, transport, and so on. Perhaps 
hey might one day be able to compare the costs of 
electricity from wanes power in Canada, for example, 
with electricity generated by a company in Europe from 
coal. At present they would not be sure they were 
comparing like with like even in testing the cost of water 
between a public body and a private company in land, 
ing the published accounts for that purpose. It was 
partly by good accounting that the most economical pro- 
ion was attained, as the technical managers of all 
public utility undertakings would readily agree, and 
comparative costs, on uniform analyses could be made 
into more r servants of the public than they were 
to-day. ( . sts ’ 
Mons. J. C. SpaANGENBERG (Holland) said he wished 
briefly to inform them as to the practice in Holland. It 
— on es paper that there were a great number 
Acts in England relating to public utility undertakings. 
In Holland, on the contrary, there were only a few par- 
ticular Acts in that such as the Railway Act and 
the Tramway Act, and in these all the details of those 
wndertakings had been regulated. It was . enacted, 
amongst other things, that: (1) The rates were to be 
fixed by the Government in consultation with those 
nsible for the undertaking; (2) the Government 
reduce those rates ; (3) the Government guaranteed 
a net profit of 4 per cent. on the share capital. If in one 
year this minimum profit were not earned the railwa 
am a could receive the minimum dividend ‘ 
on ed the company could justify its loss, w would 
controlled by the Government. If the net profit 
amounted to more than 4 per cent. up to 9 per cent. of 
the share capital, the shareholders would receive a 
further 2} per cent. and the Government another 
2} per cent. If the net profit were more than 9 cent. 
of the share capital the shareholders would 
one-fifth of that surplus while the Government would 
receive the remaining four-fifths; (4) the Government 
had the to nationalise the railwa (The Govern- 
ment itself was one of the largest 2 For 
tramway companies, excluding the one-city tramways, 
there were similar regulations, but a minimum dividend 
Was not always guaranteed: Regarding the water, 
and electricity undertakings, as well as the one-city 
‘tramway companies, no particular Acts existed. That was 
mainly due to the fact that nearly all such ing 
in Holland were municipal undertakings. Those under- 
takings were therefore more or less in the position’ of 
monopolies. He said more or less because 
municipal tramways, for instance, had to fight 
the keen competition of the autocars. On the other 6 
some city — a were a to make 
Tegulations regard motor car upkeep, 
chauffeurs, the fares, &., so that in those 
— — for . — to main 
. Owing to r monopolised 
undertakings as a rule paid relati 
lik and therefore they were obliged 
rates, and in the case of a loss 
had to pay for it. There was a further group of und 
takings which required special attention, 
Assurance companies. undertakings were, 
— governed by the Life Ass 
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(5) instructions were given i 
which must be inserted in the Arti 


it was perhaps useful to consider e what the pro- 


company desiring to obtain statutory 
moted a Bill ; Bill was drawn and it set 


jealous of any new precedents being made. Then the Bill, 
after second reading in the House, came before a Select 
Committee for consideration. The promoters red 
by counst! dnd Witslesses atidt winde theit'abe Soe the Bill ; 
nents were entitled to also by. counsel 

m assume that 
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refore, would be that the standard 
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standard dividend would be inserted in the 
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— -w , , 
— — 
cles of Association 
of a life assurance — ig (6) the Life Assurance 
Board was entitled to e inquiries of the companies, 
and it was not necessary to wait until the annual report 
was published ; (7 each year a prescribed number of 
uniform statements had to be published, analysing in 
full the management and the financial position of the 
company as well as a specification of income and expendi- 
ture; (8) the Life Assurance Board was entitled to have 
gr — —— — 
company; (9) were given regarding way 
in which a company might carry over its. contracts to 
another — (10) the Liſe Assurance Board was 
always enti to dismiss the directors and managers 
and appoint other persons or itself to undertake the 
management; (11) the Board had power to change the 
investment policy and to indicate the bank with which 
the stocks must be deposited and to order that stocks 
must be kept in Holland; (12) finally, the Board 
could make a request to the Court of Justice to remedy 
the financial ‘situation of any life assurance company. 
(Cheers.) 8 — ' 

Mr. W. B. Keen, F.C.A., said the point of interest to 
him was the question as to how far the protection of the 
public was in fact secured by the legislation with regard 
to these statutory companies; and in that connection 
cedure Wa 
powers 
out the r ercise, 
the charges that they should be authorised to.make, the 
dividends they should be authorised to pay, the amount 
of capital they should be authorised to raise, and the 
general oe ae for regulating the business. That Bill, 
after being advertised so that any public interests: might 
petition against it, was submitted to various departments 
who reported upon it particularly as to whether it 
established any new precedents. Parliament was alwa 
and a maximum dividend it might pay ; in view ; 
limitations no great importance attached to 
statutory maximum price was, it always allowed 
( 

r the consumer. Very often the company would put 
forward very good financial evidence, and the opponents 
were not sufficiently organised to put forward criticism 
or suggest modifications. The sliding scale company, 
— Baty company, suggested that the appropriate 

price which was to correspond to the standard 
— 1 ——— 0, Leen ee at 
in support of that proposal Mr. as their financial 
witness. Parliament would attach great importance to 
Cash’s evidence. Let them assume that the 
oters had not thought fit to call an accountant to 
with those matters, or alternatively had called an 
little experience to set against Mr. 
ces were that a higher price might 
nd 
: EES. The result, th 

‘of the public without restriction of freedom of manage- 
ment; (2) to secure as great publicity as possible; become an Act of Parliament. The 
(8) to establish the Life Assurance Board, which len proceed to carry out its function, 
‘duty of advising the companies as to the manage hen it had paid its maximum dividend the directors 
Te. (the members, the secretary, and the chairman H be embarrassed by the question as to what should 
the Life Assurance Board were appointed by the Govern- be done with the profits. They would not like to dis- 
ment); (4) the business of life assurance could = 1. 
9 — of price, and they would consider if they. made 
and they were not allowed to carry on other ; adequate provision for reserves, With regard to the 
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consumers’ benefit, the old sliding scale under which the 
price was definitely related to dividend and under 
which a penny increase or reduction in the price of gas 
per 1,000 feet was followed by a reduction or increase of 
5 per cent. in the dividend was regarded almost as a 
heaven sent scheme and was considered satisfactory. 
But that broke down in consequence of the war and the 
large increase in prices, and the result was that a tempo 

measure was „ to which Mr. Cash had refe ‘ 
under which the reduced dividend was made the minimum 
dividend. After the war the companies hesitated to 


been able to devise adequate protection for the consumer 
while doing justice to the company without something 
less elaborate. (Applause.) 

Mr. D. M. Mum, F.S.A.A., F. I. I. T. A., said there was 
only one point which he would like to put to Mr. Cash. 
rtakings were almost 


those of private concerns. With regard to electricity, 
there also the local authorities for the greater had 
control of the supplies; but in some cases, where the 
local authority obtained orders or a Private Bill under 
the Electric Lighting Act, 1899, many of the corporations 
ivate companies. Under the 


Councillor Freperick WILSON, F.C. R. A., said that 
with regard to methods of control, the most usual in the 


di and maximum price This protected 
the consumer from an unduly charge, but was not 
sufficiently flexible, especially where the um p 


applied to railways, but owing to depression in industry 
ee ee Then they had 
the sliding scale system, app to companies and 
„„er 
dividend was related to a certain price. A reduction in price 
permitted an increased dividend, and vice versa Tha 
system was not ideal, since the “ unearned increment ” 
arising n? 
advantage of the stockholder, On other hand, a rise 
in costs reduced dividends to an unremunerative level. 


between fixed e 


consume 
grid to inter- connect 


—— 


increased the amount available in remuneration of 
The ideal method of control would provide for a reason- 
able return on capital and enable an increased dividend 
as the reward for efficient management, whilst retaining 
for the consumer the benefit of a general reduction in 
costs, and rewarding the cmployee for increased efficiency, 
That ideal had yet to be found. The accounts of public 
utility undertakings generally followed a standard form, 
either prescribed by the Central Authority or agreed by 
associations representing the class of unde Com- 
ison of all items in the accounts was rendered difficult 
es differences due to local circumstances, but comparison 
was possible in the details, and the reason for the differ- 
ences could be b ht to light. Costing was essential 
to enable tariffs to fixed, but had no direct or final 
bearing on the question of control of prices. Costing 
in a tramway undertaking would show which routes paid 
and which were run at a , although the public interest 
might require a route to be maintained, whether profitable 
or not. Costing divided the cost of producing electricity 
and run charges, and thus 
enabled suitable tariffs to be devised. The cost of a unit 
„ 
portion of the running charges; ce the fixed 
charge must be borne in any case, it might be 
. — them 
running costs, as 3 7 at 
increased 


— 
— — —— — — m 


to a Select 
to Parliament itself, and before a settlement was finally 


arrived at many weary months had elapsed and often very 


great expense was involved. (Applause.) 
Mr. D. W. Coares, F.C.A., said it had occurred to him 


that some further reference to the Electricity (Supply) 
Act, 1926, which established the Central Electricity 


electricity supply industry, and because, while adhering 
in principle to the restriction of 1 
methods of applying the — 4 differed from 
which Mr. Cash had described. 
schedules, apart from sundry 


50 or more pages, and any summa 
be rather rough and ready; but, speaking, the 
Board’s appointed task was to supply lesale all the 
electricity ired by distributors for sale retail to 

Ts. ot Ot prupew thay hed enters 


the electricity would be produced and the undertakings 
Sis cal Gant divas a ence — 
was o racticable given a uniform frequency, 

Act therefore provided for the standardisation 
to be effected. As Mr. Cash had stated, the Board were 


industry. It was not con lated that 
Baad would acquire rating stations, but that certain 
stations chosen for their efficiency and with due 


phical situation, should become what were 
called stations, and that 
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part with the advantage of the minimum, and it was in — 
consequence of that that the new system of consumers’ at th 
benefit was adopted—the system of charging by therms. their 
It was an ingenious device and apparently it had come to of tl 
: stay, but he thought it was unfortunate that they had not indir 
DD ious 
isi 5 local authorit tes 
eae te have U —— 2 — — between local authorities and privately owned under- 
1 tn enter thet the éohmumer might takings. He was fully aware that there were many a 
was wondering whether Mr. Cash could suggest to them settlements they proceeded to the Board of Trade as the 
the proper means by which the local authorities could immediate and appropriate department concerned, then 
exerdise their control, because it was sometimes found rr 
that whilst the electricity com were exercising 
their powers under the Electric ting Acts, they were 
‘ at the same time supplying e for power purposes, 
and his experience was that the accounts of those com- 
panies became so involved as between the cost of the 
distribution of power and v“ 
lighting facilities that it was virtually impossible to arrive Board, might be of general interest both because of the 
at what the proper cost of production and distribution radical sdittion which t made to the stenctue iD 
of electricity for lighting purposes was. Perhaps Mr. 
Cash could give them some indication as to the proper 
—UU— ———2— — 
be presented in order that the control which was vested 
in the local authorities might be efficiently carried out. 
(Cheers.) made under it, which required to be read with it, ran to 
case of _ owned undertakings was the maximum 
was fixed not far above the actual price, since an increase 
F = vonage | 
to an extent w prohibited payment 
— dividends. On the other hand, if this was ul 
e 8 
those which would obtain under free competition. The given by the Act borrowing powers of 33} million po 
fact that the control was there no doubt obviated its use, Phat amount was increased by Special Order in 1990 
as one might instance in the case of the police. There to 50 million pounds, of which roughly 19 millions was 
was what was known as the standard revenue system rovided for the cost of a frequency. The 
Scand wikeed tale money by the ou o issue of fixed 
interest bearing stock. In so far as the money Was 
borrowed for the purpose of standardisation of frequency, 
the interest upon it and sinking fund contributions for 
its repayment were recoverable by the Board from the 
Electricity Commissioners, who in turn reimbursed 
themselves means of a levy on the whole electricity 
Then there was. the ic price system—similar to the 
liding scale, except that a rise in costs, followed by 
—— for the service, was not followed by a each of those stations should be opera un 
./fedyction. in dividends, although a reduction in costs the Board’s directions. After that date the Board:took 
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the whole output of the station, paying for it, unless 
otherwise agreed, at the cost of production. The Board’s 
costs would thus be the purchase price of the electricity 
they bought and the cost of managing, operating and 
maintaining the grid system, including interest and 
amortisation. From the date when the Board gave 
notice that they were ready to supply in any area, any 
authorised ne agen yr og — * was eet to demand 
a bulk supp must give it, or 
indirectly. price ordinarily payable Le 
supply was a price in accordance with a tariff fixed by 
the Board, except that owners of selected stations were 
entitled to buy back electricity which they had generated 
at the cost of production adjusted to the circumstances of 
their supply, together with an appropriate proportion 
of the rd’s expenses. If the gave a supply 
indirectly, through another undertaker, instead of directly 
from the “ grid,” the undertaker giving the supply was 
required by the Act to charge for it on the same terms 
gs were e to him by the Board plus the cost of 
transmitting it to the other undertaker, the transmission 
cost being ascertainable in a manner provided by the Act. 
To enable the Board to keep their rges low from the 
beginning they were given, subject to consent, the not 
uncommon power to postpone provision for amortisation. 
They were also given—again subject to consent—the less 
common power of charging interest to capital for a time. 
But the most important and most novel provision aff 

the Board’s prices and profits was that their tariff 

be fixed so that, not year by year, but over a term of years 
to be approved by the ricity Commissioners, the 
receipts on income account should be sufficient to cover 
the expenditure on income account with such margin as 
the Electricity Commissioners might allow. The Board had 
fixed their tariff for two areas, and in those areas the period 
adopted within which the revenue account was calculated 
to balance was ten years. 

Mr. W. Appteton, F.R.A.N.Z. (New Zealand), said that 
in New Zealand they followed very largely on the lines 
of other countries in — to statutory undertakings, 
and for the most part ic services were run by Govern- 
had not, however, in the case 


tna good deal of trouble in New Zealand owing to the 
fact that privately owned gas had to pay 
income tax whereas local bodies were not e income 
tax. As a result of that, the electric lighting companies 
were free of income tax, whereas the gas companies had 
to pay it, and this was a bone of contention. Another 
thing was that a large number of the local government 


undertakings went in for trading in electrical apparatus, 
and that had ca some trouble. In some 


ee ns Sam and eons authority, it would be 
a idea for Government, in order * protect the 

„to provide that an auditor should be appointed 
by the local autho 


Mr. F. J. Alnax, F.S.A.A., said, in connection with 
public ownership, their from other countries 
t not realise that in this country we had, in the 
ing UP of public utility undertakings under public 

> p te a great extent been the slaves of what 


utility there was room for considera 
dive of opinion. Of late years there had been a 
ble development of the principle of establishing 


fairly wide areas. As regarded water, from the 
Metropolitan Water Board, they had in 3 of 
Glamorgan and Monmouth five fairly large Joint Water 

The Manchester Corporation water undertaking 
was a notable example of the local authority maintaining 
a water unde which sup outside areas of very 
considerable extent. The old ry that local authorities 
adjoining a pipeline could have a drink therefrom 
at preferential rates just where and when it pleased them, 
received a severe setback in the Manchester Act of 1919, 
which contained a clause requiring due notice before 
construction of intended reservations, and payment to 
be made of a proper share of the actual cost according to 


the reservations—actual cost comprising not only the cost 


of maintenance and management, rates and taxes, but also 
interest on capital at an rate. In connection with 


undertaking would pass 
Joint Electricity Authority, the same authority having 
to pay for stocks, stores and debts taken over, and a 


that way the company would be repaid the whole of their 
capital then pte — * 

into public ownership. One great objection to 
public ownership by authorities was that members 


elected by the 


by the average ratepayer. He referred to the fact 


that municipally owned water undertakings ge gr 
t 


45 years from the date of transfer. 
that this provision for capital redemption was a charge 
against the revenue of a publicly owned 


ee eee 
U— M —— — 
charges for supplies by public utility undertakings, there 
was still room for uniformity. Water supply provided 
many anomalies. A lack of r prevailed through - 
out the whole system of charging domestic consumers. 
The basis appeared to be a choice between annual cost, 
gross estimated rental, rack rent, rateable value, &c., 
ao ne Sennen being © chaise Sere Scare nea 
throughout, a percentage rate diminishing as the ra 
value increased, and an arbitrary scale. In the case of 
electricity, Mr. Cash showed with * to certain 
electricity undertakings that from 1925 onwards the 
companies were setting aside sinking funds ‘for the ager 
tion of capital, calculated so that in 1971 the whole of t 
9 . ee tS ac 5. 
the term not fully provided for by the sinking fund. In 
EE popular vote were not necessarily . 
with the business knowledge uisite to manage com- : 
mercial undertakings. It 9 to observe, 
therefore, the special efforts made in rol case of hd 
f gas companies optec > slidi scale by whic on nger rt Act to oom pe 
of ga mpanies, adopted the sliding scale by which the — 2 2 —— management. 3 
Mr. H. E. Boapen, F. L.A. A., * rock A in 
dealing with water undertakings, sta t water 
companies in many instances had been transferred by 
purchase to local authorities. He would like to supple- 
ment Mr. Cash’s remarks in that connection. In cases 
where such transfers had taken place, the results obtained 
under public and private ownership respectively were 
often compared, but when drawing those — — 
there was one point which was almost invariably over- 
New Zea the loca ies carried the principle o looked 
control rs For m- 
instance, in Wellington the local body controlled the milk 
supply and fixed prices. One point that occurred to him purchase price within a stated period. Mr. Cash had 
arising out of the discussion that morning. was that whe mentioned the fact that the Metropolitan Water Board 
Act of 1902 granted an exceptionally long loan period of 
— oa - but in contrast to that a recent Act providing 
for transfer of a water undertaking to a municipality 
stipulated that the purchase price must be repaid within 
from which companies were entirely free. Whether 
was desirable that the purchase price should be repaid 
: within such a comparatively short period was a debatable 
fetish of the parochial boundary had led to considerable point. In summing up his paper, Mr. Cash stated that 
1 rr nee Reges | two main facts emerged, one of which had reference to 
put right in realms of electricity and transport, the protection of the interests of the investor in the various 
to a smaller extent as regarded water supply. There enterprises by giving him a reasonable return on the capital 
was probably agreement that the provision of water invested. pe ere ea mag M Bok vag og lh 
supply could best be done by local authorities or joint investors’ interests to the fullest ible extent in order 
boards of local authorities, but as regarded other pub to attract capital on the most — terms, but 
it was undoubtedly the case that the offered to 7 
- NEIL from a 
va 0 company was sometimes considerably 
exercise public Utility ons over EU 
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Mr. TaHomas Haworrsn, F.S.A.A., said that as the 
Chief Accountant of the Port of London — which 
was often referred to as an example of the publie board 
type, he was well acquainted with a measure of statutory 
control, not only in regard to charges, but in many other 
matters affecting their finances and operations. The 
Board of the Port Authority consisted of twenty members 


were elected the 
. Going back cote tis tant 
nine years or so, since he took up his duties, he could 


no, case in which 
he had had to hold anything in the nature of an inquiry 
or to make a decision. That comparative immunity was 
probably due to the fact that the 
elected by the traders themselves. The control of profits, 
in their case, was practically non-existent as a direct 
measure, since their revenue balance was to be 


for the benefit of the Port as the Board directed. re 
was, of course, an indirect control of profits, or at any 
rate of dividends, by reason of the restriction the 


issue of Port stock, since the state of the cial 
market also controlled tate of interest on Port stock 
and its issue price, it seemed that the statutory control 
was, except in to total borrowing powers, almost 
superfluous. When the Port Authority was established 
in 1909 it was given powers for raising additional revenue 
gs a a on goods imported and exported. 
charges, so far as London was concerned, were of 
an experimental character, and no doubt it was felt that 


end the Port of London Act, 1908, contained elaborate 
provisions to protect the various interests. It was now 
generally that that formidable method of control 
was more the situation required, particularly as the 
provisions had now been amended to cover nothing more 
than a schedule of maximum rates and charges. Con- 
sidering the matter in all its aspects, he thought the 
question and degree of statutory control must depend 
upon the measure of control already in the hands of the 
users and consumers, and for that purpose at any rate 
an elected Board should ensure a greater measure of 
freedom from legislative restriction. (Cheers.) 

Mr. W. H. Bopprineton, F.C. W. A., A. I. M. T. A., said 
he wished to refer very to that section of the paper 
dealing with tramways. importance of tramways 
in this country was illustrated by the fact that the 
receipts earned by local authorities alone exceeded 20 
millions sterling per annum, and that sum was exclusive of 
receipts from the closely related trackless trolley vehicles and 
petrol omnibuses. Any surplus or deficit on the tramways 
of a local authority in England or Wales might be trans- 
ferred to the rate fund. Inevitably that principle had 
a bearing on the question of charges and profits. In 
practice, reserve and renewals accounts were constituted, 
out of which was met the cost of laying new feeder cables, 
reconstruction of cars, and new equipment. 


Mr. WIA Casa, replying to the discussion, said that 
fo Pager at ne gyn Page = eel pear fle Pt ge tan 
re other 
speakers, he thought they had been too kind to him, but 
he appreciated very much the remarks they had been good 
* h to make. Mr. Collins had made frequent use in 
his observations. of the word “ 1 Of course, 


business, monopolies. the fee between 
consumers and providers, he agreed that the present - day 
feeling was very much better than it was at one time, 
when it was considered the proper thing to attack the 
wicked individual who was carrying on the particular 
business. It was interesting to learn the system employed 
WIS nih et i l SHRM Pw fae . 2 


empha 
Boaden had instanced a case of a company which made a 


in Holland with regard to railways, particularly as regarded 
the system of Government guarantee; and they were 
also interested to hear about the life assurance companies, 
Of course, they all knew that in this country life assur. 
ance companies worked under a special Act. Mr. Keen 
had drawn a rather terrible picture of his (Mr. Cash's) 
E before a Select Committee of the House of 
‘Commons and having it all his own way. But that did 
hot happen, because he always found on the other side 
of the table Mr. Keen or Mr. Collins. (Laughter.) Then, 
D did not like the new method of consumers 
benefit. ell, it had been deliberately i to meet 
certain circumstances which there was no time for him 


Mr. Muir 


purposes. Of course, there was 
the statutory form of accounts for electricity, but the 


that he could suggest ang Samet. for 17. difficulty. 


emphasis on the fact that it was also intended 
reward for efficient service. Reference had also been 
made by Mr. Wilson to procedure. A good deal had been 
to give the Board of Trade power to 


provisions in the Act were very 
to the system of selected stations 
also sp isati 


of frequency over the industry as a whole. It remained 
to be seen how that was going to work. Mr. Coates 
acknowledged that, as regarded the ordinary maximum 
rices of electricity undertakings, they were largely 
Ineffective. The 22 A to hear the 
peculiar position ew Zealand with regard to income 
tax as between the electric light undertakings carried 
on by Government and the gas undertakings carried on 
by private enterprise. Mr. Alban had quoted one very 
interesting case with regard to water—where Manchester, 
drawing water from a long distance, was put under 
obligation to afford 2 ony to other towns en route, and 
the difficulty of fixing what would be the appropriate price 
to charge for those bulk supplies. He also referred to the 
lack of uniformity in the matter of . That was 
quite true. He (Mr. Cash) thought they were gradually 
tending towards the charge being based on the rateable 
value of a house rather than on the rack rent. He had 
told them in his paper that the first S 
by the New River Company was based on the number of 
chimneys in a house. It was a curious way of arriving 
at it, but it was a rough method of ascertaining the relative 
size of a house. Mr. Boaden had referred to the charge 
for sinking fund which was a burden on a municipal 
undertaking. In some classes of business it was con- 
sidered that that might take the place of what might be 
a — for depreciation or perhaps more 
cally renewals in the case of a company. Mr. 


1 


very bargain when its undertaking was transft 

Sar dlls: Comb Aid mot sontnion tha. aate perounity, Re 

no doubt Mr. Boaden was right. Mr. Boddington had 

referred to the important matter of tramways. It was 
te true that only a small portion of his paper was 


voted to that subject, but that was merely to try and 
keep the paper within reasonable bounds. Once more 
he wished to thank those present for the kind way in 
which they had listened to him. (Applause.) a 
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; recollect very few cases indeed where the Minister of 
Transport had been requested by traders to intervene 
to discuss on that occasion, but if time had permitted he 
would have been disposed to join issue with Mr. Keen, 
He did suggest that there was protection for the 
consumer when it was put into action. Uh 
had referred to the difficulty of ascertaining the relative 
costs of production as between power and electrici 
a | 
ocation of the particular costs, as far as generation was 
concerned, could be ascertained. He agreed with Mr, 
Muir that it might be difficult to apportion the particular 
— — for which the electricity was used; he did not 
iw 
72225350 
ledged that that was intended to ensure the benefits 
which could be derived by the consumer from altered 
circumstances, but Mr. Wilson did not lay quite sufficient 
— ee 
proceed by Order instead of Act of Parliament, and that a 
was intended to reduce costs. Mr. Coates had made some 
very interesting observations on the Electricity Act of 
1926. It was early days yet to say what the effect of 
that 
ela 
| 
1 85 Mr. Cash's Reply. a 
the undertakings referred to were in the nature of a = 
monopoly, but, as Mr. Collins himself said, competition 
had a very important effect on the granting of monopolies 
a of that character to-day in all undertakings except water. 
It was right to say that so far as defined areas were 
Allotted to undertakings, they were, in their own particular 
9 i 5 f 
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VISIT TO SCOTLAND. 


: Edinburgh. 

After the conclusion of the proceedings of the 
Congress in London, a number of delegates and 
visitors travelled to Edinburgh on the invitation 
of the Society of Accountants in Edinburgh. They 
stayed at the North British Hotel over the week-end 
and on Monday, July 24th, arrangements were 
made for a tour of the City of Edinburgh and its 


and spent some time inspecting the celebrated 
War Memorial to the Scottish members of all forces 


party subsequently visited Holyrood Palace, and 
afterwards made a short tour along the foot of the 
Pentland Hills. 
The delegates and visitors were entertained to 
_ luncheon at the North British Hotel by the Society 
of Accountants in Edinburgh. They were received 
by Mr. C. J. Shiells, the President, and Mrs. Shiells. 
Among those present were the President of the 
Institute of Accountants and Actuaries in Glasgow 
(Sir Thomas Kelly), the President of the Institute 
of Chartered Accountants in England and Wales 
(Mr. H. L. H. Hill), the President of the Society of 
Incorporated Accountants and Auditors (Mr. E. 
Cassleton Elliott), Dr. Wilhelm Voss, Sir Thomas 
‘Whitson, Mons. Marc Barbut, Mons. W. T. J. Abbema, 
Mr. John F. Forbes, Mr. William Greenhill, Mrs. 
Greenhill, the President of the Corporation of 
Accountants, Limited (Mr. T. Herbert Hughes), the 
President of the London Association of Accountants, 
Ltd. (Mr. John M. Biggar), Mr. J. Stuart Gowans, 
Mons. C. Somerschild, Mons. Seth Svensson, Mons. 
J. P. Strobel, Mons. N. Butculescu, Herr K. Augsten, 
and Mr. John Parton. 


Mr. C. J. Suretis extended a cordial welcome 
to Edinburgh to the delegates and visitors to the 
International Congress, and also to the representatives 
of the bodies of accountants in England and Wales. 
He said it was fitting that at the first Congress held 
in the British Isles the visitors should be received 
by the representatives of the oldest body of 
accountants in the world—the Society of Accountants 
in Edinburgh, incorporated by Royal Charter in 
1854. He was glad to be supported on that occasion 
by his colleagues from over the border, and by the 
President of the Institute of Accountants and 
Actuaries in Glasgow. He concluded by proposing 
‘a toast to the visitors and guests. 

Mr. H. L. H. HL, President of the Institute of 
Chartered Accountants in England and Wales, 
responded on behalf of all the visitors and delegates 
who were present. 

Mr. E. CassteTron Exuiorr, President of the 
‘Society of Incorporated Accountants and Auditors, 
proposed the toast of The Chairman, Mr. C. J. 
Shiells, President of the Society of Accountants in 
Edinburgh.” Those of them who had not been to 


Edinburgh previously were charmed with the 
delights of that historic city, and those who had 
been there before had renewed their many happy 
recollections of previous visits and of the welcome 
which they always received from the Chartered 


‘Accountants in Edinburgh. Their pleasure was 


augmented by the kind reception they had received 
from Mr. and Mrs. Shiells, who had been faithful 
in their attendance at the meetings and functions 
of the International Congress in London. He asked 
the visitors to drink to the health of Mr. and Mrs. 
Shiells. 

Mr. Sureiis made a brief response. 

In the afternoon the party went to Peebles, the 
road passing some beautiful scenery in the 
Pentland and Moorfoot Hills. They were entertained 
to tea at the Peebles Hydro, and returned to 
Edinburgh about 6 o’clock. 

In the evening a reception was given to the visitors 
and a number of guests from Edinburgh in the 
Freemasons’ Hall, George Street. The guests were 
received by Mr. and Mrs. Shiells, and among those 
present were the Lord Provost of Edinburgh and 
the Master of the Merchant Company. In the 
course of the evening a selection of Scottish national 
songs was rendered. 

Glasgow. 

The Institute of Accountants and Actuaries in 
Glasgow and the Corporation of Accountants, Limited, 
acted as joint hosts to the visitors in Glasgow, where 


The party toured the lochs in the afternoon, pro- 


i 
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DD 
in motor coaches along Princes Street and thence 
to the Castle. They were escorted over the Castle 
in His Majesty's service, being much impressed 
with its design and architectural beauty. The 
they arrived on the morning of July 25th. They 
were conveyed by coaches from Queen Street 
Station to the Central Hotel, and afterwards made 
a short tour of the city by motor. 
Sir Thomas Kelly (President of the Institute of 
Accountants and Actuaries in Glasgow) presided 
at lunch in the Central Hotel, when the visitors 
received a warm welcome both from Sir Thomas 
Kelly and from Mr. T. Herbert Hughes, President 
of the Corporation of Accountants. 
at Tarbet on Loch ; 
Lomond. 
On the following day the visitors took train to f 
Gourock, crossed to Kirn by steamer, and drove in 4 
coaches by the Holy Loch, Lock Eck and Loch 
Fyne to Inveraray. Lunch was served on board the 
turbine steamer, “‘ King George V,“ which conveyed i 
the party back to Gouroch, whence they returned 
to Glasgow. The weather, hitherto dull and wet, N 
was all that could be desired during the journey N 
from Inveraray. Arran, with its peaks still cloud - ; 
capped, appeared a gloomy isle in the sunlit sea. a 
Mr. T. Herbert Hughes (President of the Corpora- i 
tion of Accountants) occupied the chair at dinner i 
in the Central Station Hotel. The toasts of The : 
King and “ Reigning Sovereigns and Presidents : 
were proposed by the Chairman, and that of The 3 
Ladies” by Herr Melchior Schwoon (Germany). 2 
The Chairman then bade farewell to the visitors, : 
7 
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hoping that they had enjoyed their stay in the 
West of Scotland. The thanks and appreciation 
of the visitors were expressed by Herr Christian 
Sommerschild (Norway), Mons. M. Barbut (France), 
Dr. P. Draganescu Brates (Roumania) and Mr. A. C. 


Sir Thomas Kelly ** 


Aberdeen. 


The delegates and visitors were entertained at 
Aberdeen on July 27th by the Society of Accountants 
in Aberdeen. The party went by motor to Braemar, 
where lunch was served and Mr. Herbert Bower 
(President) extended a warm welcome to the guests, 
and Colonel Farquharson, of Invercauld, gave an 
interesting account of the history of that part of 
ee. 


F aA), 


VISIT TO IRELAND. 


Dublin. 


‘The Institute: of Chartered Accountants in Ireland 
and the Irish Branch of the Society of Incorporated 
Accountants and Auditors were joint hosts to Mr. 
and Mrs. W. A. Appleton (New Zealand), Mr. and 
Mrs. John Hyde (Montreal), Mr. H. Jackson 
(Bucharest), Mr. and Mrs. R. K. Hardy (London), 
Mr. C. Van Uden (Amsterdam), and Mr. A. J. — 
(Toronto). 

On July 24th a visit was made to Trinity College, 
Dublin, where the party saw the library, with the 
Book of Kells, and other features of interest. 
then visited the Dail and Seanad, the Government 
Buildings, Dublin Castle, the Bank of Ireland, and 
the principal monuments of the city. Mr. T. Geoghan 
(President of the Institute of Chartered Accountants 
in Ireland) presided at lunch in the Hibernian Hotel. 
The party afterwards visited Guinness’s Brewery, and 
had tea in the Zoological Gardens. 

In July 25th a tour was made of County Wicklow, 
with visits to Glendalough and the Seven Churches 
and Greystones. 

Belfast. 


From the evening of July 25th until July 27th 
the visitors were entertained by the Belfast Society 
of Chartered Accountants and the Incorporated 
Accountants’ Belfast and District Society. They 
made a tour of Belfast and were received at the 
City Hali by the Lord Mayor, who extended a hearty 
welcome to them, and referred to the hospitality 
which he had received when he visited Canada. 
Mr. Hyde and Mr. Waller seplied. 


After lunch in the Grand Central Hotel, the party 
imspected the Parliament Buildings and made a tour 
of County Down, including Newtownards, Greyabbey, 
Ballywalter, Donaghadee and Bangor. 

Thursday, July 27th, was spent in a motor coach 
drive around County Antrim, and afternoon tea was 
served at the Northern Counties Hotel, Portrush. 
The delegates expressed their thanks and appreciation 
for the hospitality extended to them, and Mr. D. 
Tilfourd Boyd and Mr. W. L. H. Rodden responded. 


—_— 


VISIT TO CAMBRIDGE. 


Leaving King’s Cross on the morning of July 20th, 
the party visiting Cambridge were taken on arrival 
to Peterhouse and thence walked via the river to 
Trinity, visiting en route Queen’s College, King’s 
College Chapel, the Senate House, Trinity Hall and 
Clare. Luncheon, at which Mr. Bertram Nelson, 
F. S. A. A., presided, was taken in the Hall of Trinity 
College, by kind permission of the Master and 
Fellows, and the visitors were then left free for 
upwards of an hour, many taking punts or canoes 
on the river. Meeting again at Trinity, the party 
was then taken by motor coach on a comprehensive 
tour of the remaining colleges and halls, visiting also 
the Backs, the new University library and the boat 
houses. The return journey was commenced at 
4.45, tea being served en route, and Liverpool Street 
was reached shortly after 6 o’clock. 


—ññññññññññ —-— — 


Incorporated Accountants Students 
Society of Rondon and District. 


Syliabus of Lectures—Autumn Session, 1933. 


Oct. 3rd. Lecture: The City Editor's Weekly Round,” 
by Mr. A. S. Wade, City Editor, The Evening 
Standard. Chairman: Sir Stephen Killik, 
J.P. (President of the Society). 


Oct. 10th. Lecture: “ Responsibilities and Duties of 
Directors and Officers in a Newly-formed 
Company,” by Mr. Herbert W. Jordan. 
Chairman: Mr. E. E. Edwards (Parliamentary 
Secretary of the Society of Incorporated 
Accountants and Auditors). 

Oct. 17th. Lecture: “A Trusteeship in Bankruptcy— 
the Practical Aspect,” by Mr. W. J. Back, 
Incorporated Accountant. Chairman: Mr. 
W. D. Menzies, Incorporated Accountant. 


Nov. 7th, Lecture: The General Principles of Income 
Tax,” by Mr. N. M. G. Faulks, M.A., LL.B, 
Barrister-at-Law. Chairman : Mr. M. J. 
Faulks, M.A., Incorporated Accountant. 


Nov. 14th. Lecture: Executorship Accounts in Rela- 
tion to Apportionments, with Blackboard 
Illustrations,” by Mr. W. H. Grainger, In- 
corporated Accountant. Chairman : Mr. S. T. 
Morris, Incorporated Accountant. 

— *Lecture : “ Accountancy Methods as a Factor 
in the Economic System,“ by the Rt. Hoa. 

Lord Melchett. ‘ 
* Meeting of the London and District Society to which 

Members are invited. This lecture will be delivered in 

January, 1934; exact date to be announced later. 


To be held at Incorporated Accountants’ Hall, Victoria 
Embankment, London, W.C.2. (opposite Temple Station, 
District Railway). 


The chair will be taken at the above meetings at 6.15 
o' clock precisely. 
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UNSUCCESSFUL ACTION AGAIN ST 
AUDITORS. 


We are indebted to the Sydney Morning Herald for the 
following report of an Australian case in the Supreme 
Court before Mr. Justice Stephen and a jury, which lasted 
twelve days and created great interest among accountants 
and business people generally :— 


Wallerawang Collieries Limited o. Brierley and 
Others 


a majority verdict, which was taken by consent 
Ne N 
hours, the jury returned a verdict for the defendants in 
the action brought by Wallerawang Collieries Limited 

nst Mr. Alan N. Brierley, Mr. Wallace George Fisher 
and Mr. Wallace Rae Schofield, carrying on business as 
public accountants, under the name of Kent, Brierley and 
Sully, to recover r! for alleged negligence in the 
performance of audits. 

His Honour directed the jury, at the outset of his 
summing up, that the general burden of proof was on the 
plaintiff company, but if the defendants, in the course of 
their audit, gave a certificate that the plaintiff company 
was in a certain financial position and that certificate was 
incorrect, although the defendants honestly believed it 
to be correct, then, in those circumstances, the onus was 
on the defendants to show that the incorrect result at 
which they arrived was not due to some negligence on 
their part. There were two counts, it was explained to 
the jury. The first was for breach of contract, and the 
second was for negligence in tort. Under the first count 
plaintiff company said there was a retainer of the defen- 
dants to audit, examine, check, and report upon the 
books, accounts, vouchers, papers, and records of the 
plaintiff company, as public accountants and auditors, 
and to certify as to their correctness and for reward to 
the defendants. The count went on to state that that 
retainer was accepted and that the defendants promised 
the plaintiff company to use due care, skill, diligence and 
caution in doing that work. Then there followed a claim 
that there was a breach of that contract to take due care. 


In a discussion of the pleas filed to the first count, His 


of contract on the part of the defendants to take reason- 
able care. The contract to take reasonable care was 
implied by law when a skilled person undertook to do 
certain work. There was no contract in writing, but 
there was a minute of June 10th, 1925, which said that the 


conversations which might, or might not, have affected 
the matter. The certificate which defendants gave in 
respect of the accounts was, speaking from memory, 
“We have examined the books and vouchers of the 
company and we certify that the financial position of the 
company at present date is ‘so and so.“ His Honour said 
that on these facts there was a contract to make a com- 
plete audit and the duty of the defendants was to exercise 
reasonable care in the following matters : Firstly, examin- 
ation of the books and vouchers ; secondly, ascertainment 
and report on the correct financial position of the com- 
pany ; and thirdly, a check of the books and vouchers for 
errors of omission or commission, including fraud. It was 
at one time suggested that there was a question for the 
jury whether the minute book was one of the books of 
the company included in that certificate ; but the evidence 


seemed to be all one way, that the minute book was not 
generally referred to by auditors in arriving at a proper 
audit of the company’s books ; and the question was then 
put—and properly put by Mr. Monahan—whether there 
was any want of reasonable care on the part of the defen- 
dants in the way in which they did refer to the minute 
book. That was one of the important and substantial 
questions that the jury had to deal with. So the question 
arose whether there was a breach of implied contract to 
PP“. ̃ G88. 50. GER ane, SRS AEE See 
they had undertaken to do. 
Negligence, his Honour a 
being an omission to do that which a reasonable man 
would do in the circumstances, or the doing of something 
which a reasonable man would not do in thé circumstances. 
re was the further point to be noted—that it was not 
sufficient for plaintiff to say that defendant was negligent, 
but that he had to indicate the specific matters in respect 
of which he said the defendants had failed. His Honour 
said there were some general considerations he wished to 
apply here. In this particular case it was not a question 
of negligence by an ordinary person or the amount of 
prudence required of an ordinary man, but it was a ques- 
tion of the amount of care which might reasonably be 
expected of a person of a skilled profession of accoun- 
tancy or auditorship. In respect of that, certain rules 
had been laid down. It was the duty of a skilled person 
to exercise, diligently and honestly, that amount of care 
which was expected of him according to the standards of 
that profession. Every person,” said a learned Chief 
Justice (Tindal, C. J.), who enters into a learned pro- 
fession undertakes to bring to its exercise a reasonable 
degree of care and skill. He does not undertake, if he is 
an attorney, that at all events you shall gain your case ; 
nor does a surgeon undertake that he will perform a cure.” 


Continuing, he said the professional man had to show 
a fair, reasonable, and competent degree of skill. The 
plaintiff succeeded if the jury was satisfied that there was 
a carelessness which was incompatible with the ordinary 
standard of practice in the profession. Secondly, the 
amount of care required might vary according to the 
circumstances of the particular case. Thirdly, there was a 
difference between a private audit and the audit of the 
books of a company. Coming to the first matter, in respect 
of which a claim was made for negligence, his Honour 
said the question was : Was there an absence of reasonable 
care by the defendants in failing to check certain lists of 
cheques in the minute books? In those minute books 
there were lists of cheques passed at the meetings. 
Secondly, there were lists of cheques “ drawn since last 
meeting,” and the printed number of each cheque was 
always given. In these latter lists, that was of cheques 
drawn since last meeting, the secretary of the company, 
Ogilvie, on about 86 occasions—not quite that number— 
entered a cheque as being of a small amount, forged a 
cheque for a larger sum, cashed the cheque at the bank, 
and kept the proceeds. He then forged the invoices and 
the authorising initials of such invoices, and the total of 
the actual amounts in the minute books were incorrectly 
added so as to conceal the fraud. This, it was submitted, 
would be quite obvious to anybody who checked the 
entry, and added it up. The defendants admittedly did 
not check those entries. The question was whether this 
was negligence or not. Was that below the standard of 
care which was required by the practice of the profession ? 
The plaintiff company claimed that it was. 

Having examined the evidence under this heading and 
discussed the other matters in which it was alleged that 
there had been negligence, his Honour said that in the first 
instance the claim for damages was for £17,250 for the 
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. Honour said the main one for the consideration of the 
jury was that which denied that there were any breaches 
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| defendants had been appointed auditors. It would be 
remembered that on that, representatives of the defen- 
dants went down and commenced an audit after certain 
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loss of the amount of the forged cheques, The declaration 
said, Whereby plaintiffs were defrauded of large sums of 
money.” That meant large sums of their own money. 
His Honour’s view of the law, which the jury must take 
for the present, was that it was not the plaintiffs who 
were defrauded of their money, but the bank, and that 
therefore that money was still in the bank, or rather that 
the debt which originally arose from the payment in of 
the money was still in existence, and the bank had to pay 
it back. When his Honour first gave that ruling, he under- 
stood from Mr. Flannery that he still indicated that there 
was some general damage, and that his Honour would have 
to leave it to the jury. His Honour believed that these 
particular damages were not covered by the declaration, 
and Mr. Flannery asked for an amendment under which 
the jury was now asked to assess a substantial sum of 
damages if there was this negligence ; that was to say that 
plaintiffs had lost the use of a large sum of money the 
right to which was thereby concealed. His Honour also 
told the jury that they could not give damages unless it 
“was shown that the negligence of the auditors was the 
effective cause of the loss. A person might be negligent 
and that might create a set of circumstances which allowed 
a second person to be negligent, and from that negligence 
flowed loss to the plaintiff. 

“His Honour directed the jury on the tort count that 
they could not find a verdict unless they found there were 


substantial damages. 


Changes and ind Removals. 


Mr. Arthur Allnutt, 83 Accountant, has 
commenced public practice at 69, High Street, Broadstairs. 


n mene Wade d Weil, Ceed Asses 
ants, announce that the partnership has been dissolved. 
Mr. Claude E. Barker, F.C.A., and Mr. Cecil V. Barker, 
F. C. A., will continue the practice at Regent House, 
Kinysway, London, W.C.2, under the original firm name 
of Barker Brothers, and Mr. Leonard S. Wood, F.C.A., 
Incorporated Accountant, will practise under the name 
of Leonard Wood & Co. at — Station Chambers, 


London. E. C. 2. 


Mr. H. J. E. Batchelor, Incorporated Accountant, has 
removed his office to 5, High Street, Southampton. 


Mr. W. M. Budd, Incorporated Accountant, announces 
that he has relinquished his practice at 34, Dame Street, 
Dublin, having accepted a commercial appointment. 


Aden Clinch & Accoun 
— — Rew, 
London, W. C. 1. 


Messrs. Horace Fruin, aeesn 
of address to The White House, Balkerne Lane, Colchester. 


Messrs. Gibson, Whiteley & Co., Incorporated Account- 
ants, announce their removal to 404-8, Reserve Bank 
— — Wale Street, Cape Town, South Africa. 

This change also ap lies to the offices of the South African 
Committee, Ww Branch. 


Messers. Hardy, Hislop & Co., Chartered Accountants, 
have removed from 119, Moorgate, E.C., to 52, Bedford 
‘Row, London, W. C. 1. 


[Sxrrxunrn, 1983 
Mr. Sidney 1 announces that he has 
admitted his son, Nar. Charles F. Revill, into 2 
The practice will | be 12 — under 2 
Sidney W. Re & Co., ra 2 — 
L and 3, Warwick Court, Gray's 22 London, W.C. 1. 


Messrs. W. „ H. Spendlove 4 Co. announce that 
have removed their offices to Shenstone House, 
Birmingham. 


Hill, Erdington, 


Messrs. W. T. Walton & Son, ted 
of 3-7, Scarborough Street, West I. Victoria 
tockton-on-Tees and Marlow » Lloyd’s 
Avenue, London, E.C., announce that have admitted 


District Pocieties of Intorporated 
Accountants. 


BOMBAY. 


Annual Report. 
The Committee have pleasure in presenting to the 
members the fourth annual report of the District Society. 
The audited accounts of the Seciety for the year ended 
March 3ist, 1933, show a surplus of Rs. 497.15, which 
brings up the funds to Rs. 2,133.12.9. 


MEMBERSHIP. 
The number of members on the roll is 32, of whom four 
are resident out of Bombay. 


Income Tax Cinctx. 

A Study Circle to discuss income tax questions of 
professional interest has been started, and we are glad to 
note that the members are taking an active interest in 
the work. 

LIBRARY. 

Steps are being taken to make the library comprehensive 
and more useful to the members. Books of reference not 
usually owned by members are being purchased in the 
first instance. Our thanks are due to some of the 
members who have contributed in kind and in money 
to enlarge the collection. Files of published balance sheets, 
Memorandums and Articles of Association of public 
companies are being maintained in the library for the 
use of members. 

CoMMITTEES, 

Sub-Committees have been appointed to study and 
report on questions such as insurance legislation, pro- 
fessional charges, auditors’ certificate rules, &c. 


SOUTH WALES AND MONMOUTHSHIRE. 
(Cannirr AND Disrricr STupDENTS’ SECTION.) 

An enjoyable cricket match was played at the Cardiff 
Arms Park on August ard between the Chartered Account- 
ants’ Students’ Society and the Cardiff and District 
Incorporated Accountants’ Students’ Section. The Incor- 
porated Students, who batted first, made an excellent 
start, the first wicket producing 98 runs, but their total 
was only 158. The batting of the Chartered Students 
was more consistent and their total eventually reached 168. 
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YORKSHIRE. 
Syllabus of Lectures, 1933-34. 
1933. 


Oct. ard. Opening Lecture, Some Impressions of the 
Fourth International Congress on Accounting,“ 
by Mr. Thomas Keens, F.S.A.A. 

Oct. 17th. Lecture, Practical Costing,” by Mr. R. 

; Glynne Williams, A.C.A., F.R.Econ.S. (to 
be held at the Y.M.C.A., John William Street, 
Huddersfield). 


Oct. Sist. Lecture, What your Banker wants to Know 
about You,” by Mr. F. J. Leweock, A. C. I. S. 


Nov. 14th. Lecture, Income Tax.“ by Mr. Stanley A. 
Spofforth, A. S. A. A. 

Nov. 28th. Lecture, Executorship Accounts with 
regard to Apportionment,” by Mr. W. H. 
Grainger, F.S.A.A. 


Dec. 12th. Lecture, Valuation of Unquoted Shares 
for Death Duty and other Purposes,” by 
Mr. H. A. Perkis, A.S.A.A., A. C. A. f 
Jan. 16th. Lecture, Voluntary by Mr. 
J. H. Bromley, Solicitor, Leeds. 


Jan. 23rd. Lecture, Income Tax,” by Mr. Victor Walton, 
F.C.A. (to be held at the Y.M.C.A., John 
William Street, Huddersfield). 

Jan. 30th. Lecture, Income Tax,” by Mr. Victor 
Walton, F.C.A. 

Feb. 18th. Joint Meeting with the Incorporated Account- 

_" ants’ Bradford and District Society. Subject 
later. 

Feb. 27th. Lecture, The Economics of Costing,” by 
Mr. W. H. Stalker, A.S.A.A. 


Mar. 6th. Lecture, The Interpretation of Accounts,“ 
by Mr. W. Bertram Nelson, F.S.A.A. 


Mar. 20th. Joint Meeting with the Chartered Institute 
of Secretaries (West Yorkshire Branch). 
Subject: The Importance of Profit and 
Loss Account, compared with Balance Sheet, 
from an Investor’s Point of View.” 


All lectures are held at the Hotel Metropole, King 
Street, Leeds, at 6.30 p.m., unless otherwise stated. 


Scottish Notes. 


(FROM OUR CORRESPONDENT.) 


Scottish Education Report. 


The sixtieth annual report 3 accountant in 
Edinburgh to the Scottish Educa Department on the 
accounts for the 1931-82 was issued last month. 
The report is signed Mr. J. A. Thomson, accountant 
to the Department. 
by the accounts of town and county councils as education 
authorities amounted to £7,126,716, of which £6,881,538 
was derived from ts from the Scottish Education 
ai oe ce being made up of school fees, 
owments and income from other sources. The total 


de venue expenditure amounted to 12,867,387, of 


which £245,178 is covered by receipts other than Grants 
and Rates. The proportions of the of E12, 122,359 


were made from Grants and Rates, as follows: — 


total revenue receipts shown 


(a) Grants from the Scottish Per cent. 
Education Department 46,881,338 56.8 

(b) Balance met from Re 3 

under 


An l waits 


has been of special interest to Savings Banks, including 
some Scottish Savings Banks which had trouble over this 
question, in connection with their claims for repayment 
of income tax in respect of expenses of management. 


amount of tax which can be repaid must not be more 
than the excess of tax actually borne by the company 
in the year of reclaim over the tax on the figures of the 
previous It seems easier to work this out in practice 
(after it once) than to explain it. 


expenses. On the other hand, if their profits rose they 


Council Chambers in which the general meeting of 
Bowling Association was held. The pamphlet was much 
appreciated, especially by the English visitors. 


ee : 
_—————————e—e—e—ee—e————————————ooSoSoSoSSaSSSSSSSSOSQSQSQSOSOSOSOSOSOSSSSSSSsS]] 1 
the Local Government 1 i 
(Scotland) Act, 1929, q Fi Aree i 
aud from the consoli* f 
dauatꝗed stes 363,240,211 432 H 
. 212,122, 100 
It will be interesting to compare these figures with those ii 
for 1982-83 when available, in view of the attempts made 
SE <See : 
Savings Banks Income Tax. * * 
| 
— | 
i 
ee | 
Under sect. 38 of the Income Tax Act, 1918, there is a | 
proviso to the effect that relief was not to be given so as i 
to make the tax payable by the company less than the ' 
tax which would have been paid if the profits had been 
rr 
under Schedule D. The method of working com- 
putation is extremely complicated. bon . 
As explained by Mr. R. Boothby, M.P., who moved the 
new clause, the practice of the Inland Revenue has been 
to take the gross income of the company for the preceding | 
year and then deduct the management expenses on that | 
same preceding year and calculate the income ‘tax on the 
difference between the two. They then say that the | 
SS — rr trast conapanies, this wes 
T as it sometimes happened that 
the profits of the investment trust company had gone 
down, they received no relief on their management 
22224 11 
could get the relief they claimed. 
In reply to a question, the Financial Secretary to the 
Treasury stated that the concession would not likely cost 
—— — 
anomaly. 
Civil Service Bowling. 
The Civil Service Bowling Association held their annual 
Pd tournament in Edinburgh in July. Mr. J. Stewart 
Seggie, F.S.A.A., who is captain of the Scottish Associa- 
—— A 
TCC uuuuDuuuuuuuu II poe oe 
As in 1927, when the Association met in Edinburgh, Mr. 
i cal Seggie prepared an interesting brochure, giving not only 
/ the programme of the bowling events, but concise notes 
on the history and associations of the streets and 
historic 3 within a few minutes’ walk of the j 
A Debt-Recovery Company. A877 
An Edinburgh man, describing himself as an 
“ accountant,” was sentenced to eighteen months 
imprisonment for fraud in connection with deposits 
received from persons whom he had induced to become 
interested in debt-recovery companies. The facts show 
* the facility with which a business can be developed by 
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persistent circularising. Starting in a small way as a 
local debt collector, the accused gradually extended his 
business until it covered a great part of the United 
Kingdom and had thousands of subscribers, over a hundred 
clerks, and included four separate companies. It was in 
connection with moneys received on deposit by persons who 
were promised directorships in these companies that the 
accused got into trouble, but the expenses of carrying on 
these businesses ultimately involved him in disaster. 


Notes on Legal Cases. 


The abbreviations at the end of each of the cases refer 
to the following law re , where full reports of the case 
may be found. The Law Reports and other reports are 
cited with the year and the Division, e. g. (1925) 2 K. B.. 


T. L. R., Times Law Reports; The Times, The Times 
Newspaper; L. J., Law Journal; L. J. N., Law Journal 
Newspaper; L. T., Law Times; L. T. N., Law Times 
Newspaper; S. J., Solicitors’ Journal ; W. N., Weekly 
Notes; S. C., Session Cases (Scotland); S. L. T., 
Scots Law Times; I. L. T., Irish Law Times; J. P., 
Justice of the Peace (England); L. G. R., Knight's 
Local Government Reports; B. & C. R., Bankruptcy and 
Company Cases. : 


Privy Council); C.A., Court of Appeal ; Ch., Chancery 
Division; K.B., King’s Bench Division; P., Probate, 
Divorce and Admiralty Division ; C.S., Court of Session 
8 ag ; J., Mr. Justice ( 's Bench or Chancery): 

„Lord Justice; L. C., Lord Chancellor; M. R., Master 
of the Rolls; N. I., Northern Ireland; P., President of 
Probate, Divorce and Admiralty.] 


COMPANY LAW. 
In re Aidall. 


Liability to Contribute to Assets on Winding up. 


Although sect. 158 of the Companies Act, 1929, defines 
contributory as every person liable to contribute to the 
assets of a company in event of its being wound up,” 
yet the holder of shares which were fully paid, but who 


sum out of the company’s assets on a winding up, was 


had notice. 
(Ch.; (1933) B. & C.R., 56.) 


Angostura Bitters Limited v. Kerr. 


Fund for Benefit of Preference Shareholders. 


By its Memorandum of Association a company provided 
for the constitution of a reserve fund of £50,000 to be 


It was held that the Memorandum and the Articles 
might be read together to explain any ambiguity appearing 
in the terms of the Memorandum or to supplement it on 
any matter on which it was silent, but that in the present 
ease, as there was no ambiguity, the reserve fund au- 
thorised by the Memorandum having been created for the 
benefit and protection of the preference shareholders, the 
two documents could not be read together, and it was 
ultra vires the directors of the company to use the Memor- 
andum reserve fund for any of the purposes set out in the 
Articles of Association. 


(P. C.; (1933) W. N., 148.) 


In re Société Intercommunale Belge d' Electricite. 


Bonds of Foreign Company. 

A bond dated September 25th, 1928, and issued by a 
Belgian company, provided that the company would pay 
the bearer “ the sum of £100 in sterling in gold coin of the 
United Kingdom of or equal to the standard of weight and 
fineness existing on September Ist, 1928, and the interest 
was made payable on similar terms with varying dates. 
The bond was to be construed acco to law. 

It was held by the Court of A (1) that the bond 
was not a contract for delivery of bullion, but imposed 
an obligation to pay a debt with interest ; (2) that the 
provision for payment in gold coin of the specified weight 
and fineness did not fix the measure of the company's 
liability, but the mode in which the indebtedness was to 
be discharged ; and (3) that as bank-notes were made 
legal tender by the combined effect of the Bank of England 
Act, 1833, and the Currency and Bank Notes Act, 1928, 
that indebtedness could by virtue of the Coinage Act, 
1870, sect. 6, be satisfied in bank-notes. 


(C.A. ; (1988) Ch., 684.) 


EXECUTORSHIP LAW AND TRUSTS. 


A party to a probate action propounded several wills 
of the deceased, being also interested as next-of-kin in 
the event of the intestacy of the deceased. The Court 
pronounced for an intestacy and against the wills. On 
application of solicitors tog age rege 
for the propounding ills, since 
disc N Court made an order declaring 
entitled to a cha 
their client in the intestacy as upon “ property recovered 
or preserved through their instrumentality.” 


(P.; (1983) P., 105.) 
REVENUE. 
Elliott v. Burn. 
Grant of Right to Work Minerals. 


The appellants, who were the owners of land and were 
assessed to income tax on its annual value under No. 1 


(C.A.; (1988) 49 T.L.R., 552.) 
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The other abbreviations :1sed in modern reports are II. I., 
House of Lords ; A.C., A Court (House of Lords and 
ee 
eee 
Hyde v. White. 
D Property Recovered or Preserved. 
Dr 
was declared by the liquidator entitled to receive a la 
the Court, within the scope of sect. 205, and was ordered 
to pay a debt due by the company to the Crown of which 
ae 
Dr 
— pe eo ee 
dividend MN Ehe Articles also coal under the land in consideration of an annual rent 
ceded teh bition edits ofp. visrve feed out. of and a royalty and were also assessed to income tax on 
F the sums paid to them by the colliery owners. 
um. The fund set aside under Articles It was held that the appellants were not assessable to 
was to be used to meet contingencies, or for special income tax under Rule 7 of No. II of Schedule A on the | 
r Sage ge ag Pradeep, o> 5 sums received by them from the colliery owners, as the 
and for such other purposes as the directors in land had already paid its tax, and those sums were not a 
absolute discretion might think conducive to the interests profit arising from use of the land, but were sums 
of the ~~ * 8 ae: agg that the 4, the appellants in consideration of their. not. 
reserve fund aside unde Memorandum . 
should be kept invested outside the business “until Proceedings to protect their right to support 
required for any of the above purposes.” ee 
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. | For 35 1 — two hours V 11 6 
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For 300 persons: two hours ... — & 40 For 20 persons at tables: two „ 
For each subsequent hour . £1 1 0 For each subsequent hour ose 10 6 


PUBLICATIONS : 
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12s. 6d. ) ; Incorporated Accountants’ Examination (June and November, Is. per set); Incorporated 
Accountants’ Hall—lIts „ eee by J. R. Willis Alexander (1s.) ; Lectures and Transactions of the 
Society of London and District (October, 8s. 6d.)—all prices include postage. 


The Incorporated Accountants’ Benevolent Fund. 
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TWO POPULAR HOTELS IN CENTRAL LONDON 
OPPOSITE THE BRITISH MUSEUM ~ NEAR THE BRITISH MUSEUM 
THACKERAY HOTEL KINGSLEY HOTEL 
Great Russell Street, W.C.1 Hart Street, Bloomsbury Square, W.C.1 
200 Rooms in each Hotel Comfort and Refinement 
Hot and Cold Water and Electric Fires in all Bedrooms 
Bedroom and Breakfast - - - - 8/6 per night 
SPECIAL INCLUSIVE TERMS ON APPLICATION 
Telephone’, Thackeray Hotel: MUSEUM 1230 (4ilnes). ‘Kingsley Hotel HOLBORN 3648 (4 lines). 


THE 
Indemnities re ACCIDENT and 

Forged Transfers, GUARANTEE 

Lost Documents, &c. CORPORATION, LIMITED 


IMMEDIATE COVER for BANKRUPTCY TRUSTEES, LIQUIDATORS and RECEIVERS, 
Administration Bonds, Entertainment Tax and other Bonds to H.M. Customs and Excise. 
Local Autheritice and Commercial Policies guarantecing the Sdsiity of cmplopess of every desesigtion. 


Other classes of business transacted, e.g.: ACCIDENT, BURGLARY, 
EMPLOYERS’ LIABILITY, FIRE, MOTOR, &c., &c, 


36-44, MOORGATE, LONDON, E.C.2. 


Telephone: 
METROPOLITAN 6611. 


YOU NEED 


Telegrams: 
“Ocean, Ave, London.” 


NE HALL NEWHALL COLLEGE is the only institution which gives individual tuition for the 
COLLEGE | A 
Every student of Newhall is coached individually throughout his Course uni 
Sey ale i Sr ees Sa ge nce 
8 ves, correc 7 en answer en see 
Holborn Chambers, cna give fat that eae ee aay c= judge a = strength and weeliness, 
Broad Street. May we send you a full explanation of our methods? hs chk ttn ces ae 
BIRMINGHAM. * : 
— THE BEST RESULTS 
LAWRANCE LUDFORD, AT THE INTER. AND FINAL « SOCIETY” EXAMINATIONS } 
M.Com. year after year 
Institute & Society MAKE SURE OF YOUR PASS 
Candidates are Coached PLEASE WRITE FOR OUR NEW “SOCIETY” PROSPECTUS. 
INDIVIDUALLY UNTIL PLEASE NOTE :— ae ss 
~ — ae ype Po — 1 Loading Au Instalment 8 for Test Bache 
MODERATE FEES 
youre rear emer: r-; e 
— or Advices you Convenient Instalments if desired. hay dade elles Gas bo thn, 
REVISION Special attention is given to students requiring Revision Courses. Wa 
COURSES shall be pleased to arrange a Course to meet your exact individual needs. 
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[Based upon the latest Legislation) 


AN EXECUTOR’S ACCOUNTS 
By E. M. TAYLOR, F.C. A., F. S. A. A., and C. L. LAWTON, 
B.Sc. (Econ.), A. C. A. 
212 pp. Sixth Edition (1933). Just Published. 8s. 6d. net 


THE PRINCIPLES OF COMPANY LAW 
By E. WESTBY-NUNN, B. A., LL. B., and E. M. TAYLOR, F.C.A., F. S. A. A. 
430 pp. Second Edition. 78. 6d. net 


THE ELEMENTS OF COMMERCIAL LAW 
By H. W. DISNEY, B.A. (Oxon), Barrister-at-Law 


247 pp. Fourth Edition. 3s. 6d. net 
This Edition has been revised by M. R. Emanuel, M.A., B.C.L., Barrister-at-Law, who has also added 


a chapter on Arbitration. 
A MANUAL OF SECRETARIAL PRACTICE 
By F. D. HEAD, B. A., Barrister-at-Law, F. PORTER FAUSSET, M. A., LL. B., 
Barrister-at-Law, and H. A. R. J. WILSON, F.C. A., F. S.A. A., F. I. S.A. 


776 pp. Second Edition. 128. 6d. net 
This book has been adopted by the Council of the I Secretaries Association as their Standard 
text-book on ial Practice. 


JUST PUBLISHED. 
GENERAL FINANCIAL KNOWLEDGE, VOL. I. 
BANKING, CURRENCY AND FOREIGN EXCHANGES 
By E. M. TAYLOR, F.C. A., F.S.A.A. and C. L. LAWTON, B.Sc. (Econ), A. C. A. 
274 pp. 8s. net. 


MODERN BUSINESS TRAINING AND THE METHODS 
AND MACHINERY OF BUSINESS 


By J. K. GREBBY and F. P. FAUSSET, M.A., LL.B. 


600 pp. Fifteenth Edition. 5s. net 
This book is the only book on any subject suggested for the use of students by the Council of the Institute 
of Chartered Accountants. 


INCOME TAX AND SUR TAX 
By E. M. TAYLOR, F.C.A., F. S. A. A., and V. H. M. BAYLEY, A. C. A., A. S. A. A. 


340 pp. Fourth Edition (1933) 8s. 6d. net 
This is a comprehensive treatise on this difficult subject. The attention of those about to approach the subject 
for the first time is directed to the next book: “The Principles of Income Taz. Both books are 
1 thoroughly up-to-date. 
THE PRINCIPLES OF INCOME TAX 
By E. M. TAYLOR, F.C. A., F.S.A.A., and V. H. M. BAYLEY, A.C.A., A. S.A. A. 


163 pp. Fourth Edition (1933) 5s. net 
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READ IT EVERY DAY 
THE 


FINANCIAL NEWS 


INCLUDES MANY NEW DAILY FEATURES 


. The most complete record of Wall 
Street prices published in any paper 
A daily series of special articles 
Extended Stock Exchange Comments 


NEW TYPES— MORE ATTRACTIVE ARRANGEMENT 


In addition 


A REMARKABLE NEW FREE SERVICE FOR INVESTORS 
is announced. Full particulars may be obtained from The Manager 


THE FINANCIAL NEWS 


20, Bishopsgate, E. C. 2. (Avenue 7543) 


ret THE FINANCIAL NEWS 


day. It is the investors best friend and saves the busy man time 
and money. All Newsagents sell it. Twopence a day 


ORDER YOUR COPY NOW 


The Hotiety of Incorporated Accountants and Auditors 


(A.D. 1886). 


EXAMINATIONS. 


FINAL EXAMINATION will be held on Oct. 3ist and Nov. ist and 2nd, 


in the following subjects :—Advanced Accounting, including Accounts of Partners and Executors and Income 
Tax ; Auditing and the General Duties of Professional Accountants including Income Tax ; Costing Accounts; 


Statistical Methods ; General Know in regard to Commerce and Finance; the Law to Joint 
Stock Companies and Bankruptcy ; tile Law, i including Partnership Law ; the Powers Duties of 
Liquidators, Trustees, Executors and Receivers ; and Econo 


INTERMEDIATE EXAMINATION will be held on Nov. ist and and, 1933, 
in the following subjects :—Book-keeping and Accounts, including Income Tax ; Book- and Accounts, 
Partnership and Executorship Accounts ; General reial Knowledge ; — 
Commercial Law; the Powers and Duties of Liquidators, Trustees, Executors and Receivers. 


PRELIMINARY EXAMINATION will be held on Oct. 30th and 3ist, $033, 
in the follo :—ENGLIs#, 22 (a) One Paper on General Knowledge, including the main 
outlines of M History from dor Period to the present time, and General Geography ; (6) An 
Essay; (e) — Questions testing knowledge and command of and Literature. One 
FoREIGN LANGUAGE, comprising: French, German or Latin (to be by the ). MATHEMATICS 
comprising Arithmetic, Algebra and Geometry. 

Candidates be from the Examination uction of Certificates of ha 
the Ruaminations of certain approved bodies, a list of which oan be hed on application. eer 
The Examinations will be held at 


LONDON, MANCHESTER, CARDIFF, LEEDS, GLASGOW, DUBLIN, 
BELFAST, CAPE TOWN, JOHANNESBURG and DURBAN. 


Forms of application and all further information may be obtained of the Secretary. 
The last date for receiving applications is September 26th, 1933. 
Incorporated Accountants’ Hall, : A. A. GARRETT. 
Victoria Embankment, London, W.C.2. Secretary. 


NOT E.—Complete sets of past Examination Papers may be obtained of the Secretary, price 1s. per ser. 
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ST AND A — the City, imitations are at a discount. The imitator 


seldom achieves the 9 character of the 


0 F original. in some way or another the imitation 


signature is almost certain to “give the game away.” 


TH E. Ge ” Analysis Books and stock ruled Account 
C ITY Books are the original productions of their kind. 


Imitations never serve as well. Accountants and 
business men, who prefer the authenticity of the 


original, remain faithful to “Guildhall” Account Books 


ACCOUNT BOOK MAKERS 
TO THE CITY ee 
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ENTIRELY FREE or CHARGE 
TO JUNIOR ARTICLED CLERKS 


URING the next few weeks, the Metropolitan 
College is offering to newly Articled Clerks 


ENTIRELY FREE OF CHARGE: 


Complete Postal Preparatory Courses 
in Book-keeping—Auditing and General 
Commercial Knowledge. 


Participation in £100 Scholarship 
Scheme. 


@ Also FREE Oral Classes in London 
and Manchester. 


In respect of the College Preliminary, Intermediate and Final 
C.A. and S.A.A. Examination Courses a 


TEMPORARY 
REDUCTION OF 
20 PER CENT 


from the ordinary Tuition Fees is available during the formation 
of the Metropolitan College 23rd Annual Autumn Classes, i. e. 


During the next few weeks only 


Write or Call TO-DAY for full particulars 


LONDON : Viet Go RES 8 2 8. BELFAST: 7, Bedford St. SA 33, Newhall St. 
BLACKPOOL : . St. orth Parade. ‘BRIGHTON: Un. Bk. Chambers, 9, North St. 
BRISTOL : 44, Corn St. CARDIFF : 12, . — and at 15, Adelaide St., Docks. CARLISLE: 36, Lowther St. 
COVENTRY : 9, Priory Row. HULL: 10, Silver St. KEIGHLEY : Masonic St. LEEDS : Sun Bidgs., 15,Park Row. 
LEICESTER RPOOL: 19, South John St. : 21, 

NEWCASTLE-ON-TYNE : 50, St. NOTTINGHAM: 2, = St. 1 : ENT: 31 Alb Sq. 
SHEFFIELD : 1 Vork n so PTON : 27 Portland Terrace. St., Hanley. 
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A New Work of the Utmost Value 
and Assistance to Every Accountant 
and Student of Accountancy 


ACCOUNTANCY, by William Pickles, who is well 
known as a successful coach for the professional 
accountancy examinations, has been written with the 
object of providing an ideal text-book for the profession, 
and also an authoritative and absolutely reliable reference 
on every branch of the subject. No pains have been 
spared to make the work complete in every detail, and 
you will find it of the greatest importance both in your 
every-day practical work and in your private studies. 


ACCOUNTANCY 


by William Pickles, Chartered Accountant 


This important work comprises over 1,200 pages and is issued 
in about 20 Weekly Parts of 64 demy-octavo pages each. 
Throughout the work the explanatory text has been kept 
to essentials. The whole subject of Accountancy, however, 
from first principles, is dealt with, largely by means of 
practical examples and illustrations—it contains over 600 
ISSU ED IN worked illustrations with copious comments. It covers 
every branch of this subject that is included in the 


fessional inations, and also th i of 
pet a0 e Soy ef Ars Anraneel One” dope us 


imilar inations. Scores of blems, vital all 
W E E K * PA RTS 8 fact, — — ay in che 2 
p A RT | profession, are dealt with in working detail. In all, you will 


find that ACCOUNTANCY is one of the most valuable works 
published in recent years for the whole of the Accountancy 


READY profession. 
Oth OCTOBER Bach of the [. Weekly Parts is 


published at so 


Order Your Copies TO-DAY from 
your Local Newsagent or Stationer 
Sir Isaac 


PITMAN 


and Sons, Limited 
Parker Street ‘ Kingsway ‘ London, W.C.2 
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ACCOUNT ANTS’ 
INDEMNITY INSURANCE 


Increasing Claims 
Prove Protection Essential 


The large number of claims made on Accountants (many un- 


justifiable, but costly to settle) demonstrates that an 
policy is not merely desirable but essential in order to secure 


protection against the possibility of serious financial loss. 


— stating total numberof Principals and Staff 
MUIR BEDDALL & CO. LTD. 


INCORPORATED INSURANCE BROKERS 
37, GRACECHURCH STREET, LONDON, E.C.3 
Telephone: Royal 8961 (five lines) 
Also at 49, King St., Manchester; 41, Rue Lafayette, Paris; and 465, St. John St., Montreal 
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x ADVERTISEMENTS. 


The Institute of Arbitrators 


(Incorporated.) 


HE object of the Institute is to 

promote, encourage, and facilitate 
the practice of the settlement of 
disputes by Arbitration. It also affords 
an opportunity for those versed in 
Arbitration to meet and discuss the 
problems which arise, and for the 
younger members of other professional 
bodies to gain a greater insight into 
procedure and practice in Arbitration. 
The next Examination will be held in 
London on 6th and 7th November, 1933. 


Full particulars of the Institute and its 
publications may be obtained upon application 
to the Offices at 10, Norfolk Street, London, W.C.2. 


City of London Colle ge 


ROPEMAKER ST., MOORFIELDS, 8 C.2 


Department of Professional Studies : 
Head of Department—Dr. E. C. McWILLIAM, F.C.A. 


Complete Courses of Lectures 
in preparation for the examinations of the 


INSTITUTE AND SOCIETY 


ENROLMENT for next SESSION 


20th and 21st September, 1933 
(6 to 8 p.m.) 


REVISION CLASSES are also held 


A BOOKLET containing time-tables and 
syllabus of the courses is obtainable from 


the Setretary. 

Single-subject Classes may also be taken 
in Income Tax, Company Accounts, Costing, 
Statistical Methods, Executorship, &c. 


University of London 
Commerce Degree 
Bureau 


"THE! Official Institution for the 
crime of EXTERNAL 
ng for the 


STUDENTS pou DEGREE. 


Accountants and Articled Clerks, 
especially those living in the 
Provinces, wishing to read for the 
Degree, should write for Prospectus 
and advice to the Secretary, 
Mr. H. J, CRAWFORD, B. A., 
46. RUSSELL SQUARE, 
LONDON, W. C.. 


2 1. 
Examination 
Syllabuses 


‘(* COMMERCE") OF THE 


S. I. A. 


COMMERCE: 
ITS THEORY & PRACTICE 
__ By S. EVELYN THOMAS, B.Com. (Lond.). 
A and * — 1 of reference for the business or re 
man. 1 e of he vripur Aceon td 
set at the | “ad 1 Final 
—— . 
PRINCIPLES AND 
BOGRAEENING’AND CALCULATIONS 
e dev 
1 . (Third 
FCLS. g — 1 ee 
Accountancy and Secretarial students Russell, D.Se.,F.R.S. Contains much 
ERALAASCLScete inciades sme original matter. Invaluable 
many and exercises, to mathematicians, teachers 
3 224 pages, bound in cloth ... 2/6 net 


From all Booksellers, or direct from the 


|| GREGG PUBLISHING Co., Ltd. 
ii ‘Sq., London, W.c. 1 
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ADVERTISEMENTS. xi 


THREE IMPORTANT POINTS 
‘ For S.A.A. STUDENTS : 


During the next three or four weeks, hundreds of Candidates for the S.A.A. Examinations will 
effect enrolment with one or other of the many Schools and Colleges which offer Correspondence 
Tuition, and it is therefore appropriate at this time to draw attention to the three important matters 


mentioned hereunder. 


THE VALUE OF A “GUARANTEE” COURSE 


Each Candidate who is about to commence Study for the Preliminary, Intermediate or Final 
Examination of The Society desires to Pass at the First Attempt. He should realise, however, 
that the taking of a Guarantee Course will not ensure this, for the simple reason that the promise is 
not as to QUALITY OF TUTORIAL SERVICE, but merely as to the number of times that Revision 
Coaching will be given. Unless the Tuition is first-class, the prospects of passing at the first attempt 
are almost hopeless, by reason of the high standards demanded, and it is likewise true that the 


continuance of inefficient Coaching is but a tragic waste of time. 


LONG-PERIOD EXAMINATION STATISTICS 


The Tutorial Statistics of a School or College which cover a period of 5, 10, 20 or 50 years may be 
most impressive, but in the absence of details as to the most RECENT Examinations, such figures are 
of NO VALUE as a guide to Present-Day Tutorial Efficiency.* Similarly, Percentage Statements are 
practically worthless where the actual numbers of Candidates are not revealed. 


WHO PAYS FOR THOSE “FREE” TEXT BOOKS? 


It will be obvious to any cautious Student of Accountancy that an offer of free Text Books 
almost invariably involves a substantial curtailment of the Tutorial Service which can be provided, for 
Coaching Colleges are not Tr institut:ons. Consequently, as far as the Student himself 
is concerned, there can be NO REAL SAVING, and the consequences, in terms of examination results, 


are likely to be DISASTROUS. 
*ONE YEAR’S RESULTS 


SIX FIRST PLACES 


Four Second Places — Three Third Places — Seven Fourth Places 
and Thirty other Places in Honours. 


Readers are invited to compare the above Results with those claimed by any other Coaching Establishment 
during the last FIVE years. 


The British College of Accountancy Ltd. 
: 82, Coleman Street, London, E.C.2 


* 
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— 
In the Examinations of The Institute of Chartered Accountants in England and Wales and The Soctety of 
Incorporated Accountants and Auditors, held in November, 1932, and May, 1933, Students tutored by The British 
College of Accountancy gained the following Official Honours :— : 
— 
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LIVERPOOL | 
INVESTMENT 
BUILDING SOCIETY 


ASSETS EXCEED £2,000,000 


4% 
C Shares, Free of Income Tax 


21 * to 3% 
on Deposits, free of Income Tax 


Prospectus and Accounts will be forwarded 
on application. 


Chairman : 

C. Hewetson Nelson, J.P., F.S.A.A. 
Manager : 

Stanley W. Hanscombe, A.S.A.A. 


LONDON OFFICE: 
13, FINSBURY SQUARE, E.C.2. 
Tel.: National 3780. 


HEAD OFFICE: 
67, LORD STREET, LIVERPOOL, 2. 
Tel.: Bank 146 “ 147. 


— 
— — — 


7 — 
— 
$ «5554, 


Re 
f tis 7 


WOBURN PLACE , W. C. I. 


ACCOMMODATION FOR 240 GUESTS 
Near Russell Square and King’s Cross 
CENTRAL: CONVENIENT- COMFORTABLE 
Magnificent Palm Lounge and Winter Garden 
Music. H. & C. Running Water Basins in all 
Rooms. Bedlights. ern Conveniences 
ROOM & TABLE D’HOTE BREAKFAST 8/é 
Very Moderate Board Terms for stays of 3 days or longer 


THE OFFICERS’ ASSOCIATION. 


The general of the Association is to te the well-being of al 
who have held His phy nay of their wives, widows and 
dependants ; 4. distress from causes arising out of the War so far 
as funds permit, and, wherever possible, to make the recipient of relief 
self-supporting. tions for assistance are also dealt with from dis- 
abled ex-nurses the Pensionable Services. The Association has free 


* Square, 
ex- officers at 20, Grosvenor Gardens, 8. 


. — 
various societies which are in 


Cash donations and of clothing will be 1. the 
GENERAL SECRETARY Se ten Square, — S. W. 1 * 


to co-cediniate the activities of the 
the benefit of ex-officers and theis 


FIFTH EDITION—Revised and Enlarged 


Price 108. net, by post Ad. extra. 


“Cost Accounts, 


THE KEY TO ECONOMY 
IN MANUFACTURE ... 


By W. STRACHAN, 


(Martin, Farlow & Co.) 


INCORPORATED 


ACCOUNTANT. 


Priseman, Final Examination of the Soviety of Incorporated Accountants and Auditors, 1893. 


CONTENTS. 
INTRODUCTORY.—Classification and Method of Treatment. 
PART I. Procedure; Treatment of Material, Labour, Charges and Interest; Cost and Stores Ledgers. 
PART II.—Manufacture by Process—Difference in Procedure. 
PART III.—Manufacture of Small Articles; Mass Production; Standard Costs. 
PART IV.—The Uses of Cards and Agreement of Cost Accounts with Financial Accounts. 
APPENDIX.—Forms and Specimen Entries showing how the Accounts Balance. 


In the Fifth Edition Chapters have been added 


and the Text has been 


with Standard Costs and Procedure, 
throughout. 


PRESS OPINIONS. 


fundamental principles in clear and simple language and 


illustrations which show equally clearly how those 
ly recommended in the syllabus of examinations of the Society ot 


ood Accsupnantn, and that setemmmentaties i very cound."-—The Assunta. 
c 2 Ä 2 with tho 


ples of double "Incorporated Accountants’ 
ordinary principles of do 283 e Modern Costing —Chamber of Commerce Journal.. 


SWEET & MAXWELL,-Ltd., 3, Chancery Lane, London, W.C.2 
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The Professional ESTABLISHED 1884 Accountancy Tutors 


H. FOULKS LYNCH & CO. 
. V. Bigg, F.C. A., F. S. 4.4. C. A. Sales, 2 F. S. 4 A4. H. 4. R. J. Wilson, F. C. A., FS. A. A. 


THE EXAMINATION RESULTS 


Obtained by the Company’s Pupils, as a whole, at the May 1933 Examinations of 


THE SOCIETY OF 
INCORPORATED ACCOUNTANTS AND AUDITORS 


are hereunder, in a clear and concise manner, by means of detailed Percentages of Passes | 
i ted om definite basse ae of Gre Gpentast interest to Geb large anddestty of Contiiates. 


MAY 1933 


PERCENTAGES OF PASSES 
Compare 


based on 


8 5 N as tals a 63% | 68% 


and 


(b) Every Course Pupil presented by the Company 52% 57% 
with those based on 
ALL CANDIDATES (Official figures) 47% 48% 


N.B.—These Percen of Passes are calculated on the usual definite 
bases uniformly by the Company. See the Syllabus of Tuition. 


MAY 1933 - HONOURS MAY 1033 
SECOND PLACE THIRD PLACE 


SECOND PLACE 


(The only Honour awarded to South African Intermediate Candidates) 


SEVENTH PLACE 


— — — 


10, IRONMONGER LANE (Cheapside), LONDON. E. C. 2. 


J.. 8 
J ³ 

PP 
sii 

re 

PERCENTAGES Fina 

— Erkes, 

re oe 

| | ; : 

Dr ö 

DDr 


MAY 1933 
EXAMINATIONS — 


' FURTHER TRIUMPHS OF 
AST. l. STUDENTS 


BOTH FIRST 
PLACES | 


AND OTHER HONOURS 
viz. :-— 


FIRST PLACE - INTER 
FIRST PLACE - FINAL 
SECOND PLACE - INTER 
FIFTH PLACE - FINAL 
SIXTH PLACE - FINAL 


These results again provide 
_ CONCLUSIVE EVIDENCE 
of the consistent pre-eminence of 
the A.S. T. I. Coaching Service under 
the direction of Messrs. Alban & Lamb 


The Accountancy and Secretarial 
Training Institute, Ltd. 


BARCLAYS BANK CHAMBERS, NEWPORT, MON . 
* 


| “The Standard Work” 
’ Financial News. 


Twenty-Second Edition Just Published 


Demy 8vo, 517 + xxxii Pages 
| | THE 
SECRETARY’S 
MANUAL 
Law & Practice of Joint Stock 
Companies 


BY 


HIS HONOUR JUDGE HAYDON, 
NH. A., K. C.. 


and 


Sir GILBERT GAR NSE. 
k. B. E., F. C. A. 


This Work places before Secretaries and Secre- 
tarial Students a concise yet exhaustive statement 
of the duties and responsibilities devolving upon 
the Secretarial Profession. 

From the mass of Company Law a selection has 
been made of that part which a Secretary should 
know, enabling him to appreciate when he may 
act on his own responsibility and when he ought 
to consult the Solicitor. 


Examples of Forms required to be filed with 
the Registrar of Companies and Notices which a 
Secretary is called upon to prepare are given. 
In this Edition the text has been thoroughly 
revised, and the cases cited brought up to date. 


Price 10s. net. 
inland Postage 9d.; Foreign Is. 


Of all Booksellers and of the Publishers 


JORDAN & SONS LIMITED 


COMPANY REGISTRATION AGENTS 
LAW PUBLISHERS 


116 to 118 CHANCERY LANE, W.C.2 
13 Broad Street Place, E.C.2 
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ADVERTISEMENTS. 


ALWAYS AT THE TOP 


School of Accountancy Students consistently figure con- 
spicuously in the Society’s Honours List as the following 
record for the past few years clearly demonstrates :— 


1932 1929 , 
FIRST PLACE TWO FIRST PLACES © 
GOLD MEDAL 
GOLD MEDAL — Place 
Fourth Place Seventh Place, Ninth Place 


1931 1928 
wr: FIRST PLACE 
* * Fourth Place 


Fifth Place 


1930 1927 
FIRST PLACE FIRST PLACE 
GOLD MEDAL Two Fifth Places 
Third Place 

Sixth Place, Seventh Place * 


AN EXCEPTIONAL OPPORTUNITY ! 


For a short period The School is making a Special Offer to 
Society examinees which enables you to obtain your 


TEXT-BOOKS FREE OF CHARGE. 


This is an offer which provides an exceptional opportunity of 
obtaining the best tuition, the best standard text-books and a 
saving of pounds in the cost of your training. It is an offer you 
should not miss. Send for The School’s Prospectus and full 
particulars TO-DAY. — 


‘THE SCHOOL of ACCOUNTANCY 


457, BUSH HOUSE, LONDON, W.C.2 


#4 


1 
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NEW PUBLICATIONS 


A NEW EDITION OF STAPLES ON BACK DUTY 
. 
question of liability to Excess Profits Duty. By Ronatp Srartxs, Editor of Taxation. The new 
case. Contents include; The Puychological Aspect ; Mitigation of te working of a back duty 
case Contents include Psychological Aspect ; Mitigation of ; Hoarding Money ; 
Voluntary Disclosures ; ‘‘ White Paper Concession "’ ; Excess Profits Duty ; The Practical Aspect ; 
How Back Duty Cases Arise ; Making the Offer ; Meaning of Discovers ” ; Will the Revenue 

; Examples and Tables ; Fraud or Wilful Default; The Means Test ; The Accountant’s 

Duty ; 2 140 ; Degrees of Guilt. " The law on the subject is weak, the zeal of the offical 
is strong, the ignorance taxpayer is 

Price 10s. 6d. net, Post Free. Abroad, 11s. 


ae FOR DEBENTURE HOLDERS (Appointed without the aid of the 


C. Hooper, Solicitor and Notary, Author of Auditors and the Companies Act, 1929,” 

untary Liquidation,” &c. A dissertation on the appointment, status, and powers of a Receiver 
* — Holders, appointed without the aid of the Court. The Receiver's position in relation 
to set off, lien, remuneration, preferential payments, landlord's rights, income tax, executions, 
workmen's compensation, hire purchase, &c., is fully discussed. Forms of Appointment and 
Removal, with a list of cases cited, and a full Index are included. In this book the position of a 
Receiver appointed without an Order of the Court is clearly differentiated from that of a Receiver 
appointed by the Court. 6s. net. Post Free U. K., 6s. 3d. Abroad, 6s. 6d. 


FACTORY REORGANISATION 

By Tnos. W. FazaKERLEY. The maintenance of a complete manufacturing, selling and adminis- 
trative system of control which is so constituted that it gives maximum efficiency with the minimum 
of cost is much more desirable from every point of view than an elaborate system which offers 
continual possibilities of cost reduction, especially when it becomes necessary to reduce expenditure 
through decreasing turnover and general depressed trade conditions. This book discusses some of 
the more salient features to be borne in mind when considering this subject, and emphasises the 

i the whole structure of systems on a sound economic basis by numerous 


INCOMPLETE RECORDS 
and Audit of Accounts. With a Chapter on Accounts for Back Duty. By 


Accountants and Students. 
to Auditors ; Examin- 
rivate Ledgers (with Exam- 


a 


ints of law which crop up in the course of their busin 
8s. Gd. net. Post Free U.K., 9s. Abroad, 9s. 


At TER Coes Eames. ¢ 7 eee E.C.2, the above books, 
books appertaining to 2 3 
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* illustrations of methods of factory procedure, rather than instituting complex methods which are 0 
5 more costly in application and only give similar results. 21 R 
The book deals in a clear manner with such important factors in factory reorganisation as Labour ome 
1 Analysis, Material Storage, Methods of Wage Payment, Purchasing, Overhead Expense Analysis J 
2 and Distribution, Production Statistics, Maintenance Costs, Order Systems, ema org and 2 
Administration. These various factors are accompanied by many illustrations, and whole work 
u . I— : 
2 interested in the study in its many forms applications of factory organisation. 8 
Price Gs. net. Post Free U. X., 6s. 3d. Abroad, 6s. 6d. 1 
3 if 
= DLARD U . LX. Fe. mis nev Work COVEIS DOLE Li COTE d d aCtica aSVects ' 
7 of the difficult and complicated subject of incomplete records. Fresh ground is broken in attacking 3 | 
7 the problems peculiar to this comparatively unsurveyed branch of Accountancy, and this book 0 
e 1 
7 Includes Practical Points such as: Liability o z 
7 ation of Private Books and Banking Accounts ; 
Nr l : - ; J 
2 erifying Bank Balances and Vouching ; Contras and their Adjustment ; What are Certified 7 
1 Accounts ? Reports and Certificates ; Law relating to Keeping of Books of Account ; Preparation 
of Accounts for Back Duty; Percentages of Gross Profit in Various Businesses. l 
: Price 7s. Gd. net. Post Free U. K., 7s. 10d. Abroad, 8s. Id. z 
MERCANTILE LAW 
: By M. R. Emanvet (Barrister-at-Law). This concise volume is intended to cover the whole field 7 
= of mercantile law. To achieve that purpose within so small a compass, it has 7 
omit authorities, and confine the work to the leading principles of each subject. 
= . pd mere gre tages eee gy tes pm Ae y 7 
= tions, which it is hoped may stay in the reader’s memory. legal part of t 7 
for the various bodies of accountants tends to become more severe every year. 
3 assist not only students of law and accountancy to pass their qualifying e 7 
= will prove also a useful guide to secretaries, or persons holding similar posts with 7 
require to be acquainted with the various ö 
i 7 
8 5 
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= GEE & CO. (Publishers) LTD., 6, KIRBY STREET, LONDON, EC. 


Head Office—68, KING WILLIAM STREET, E. C. 4. 


Che Statist 


SOUND INFORMATION 

CORRECT FORECASTS 

IMPARTIAL OPINION 
in all matters of 


FINANCE, TRADE and 


Guardian Assurance Company Ltd. 


INVESTMENT 


Law Courts Branch—21, FLEET STREET, E. C. 4. 


PAID-UP CAPITAL, £1,024,578 | 


TOTAL ASSETS, £14,100,000. 


THE COMPANY TRANSACTS ALL THE PRINCIPAL CLASSES OF 
INSURANCE BUSINESS, AND ACTS AS TRUSTEE OR EXECUTOR. 


Legal & Government Bonds. The “GUARDIAN - is in the front rank of Companies transacting Fidelity 
Insurance. The Company's Bonds are accepted by the High Court and all departments of H. M. Government. 
usual Commercial Policies are issued on behalf of Secretaries, Managers, Cashiers, Clerks, &. 


a 


Immediate issue of Cover Notes when required on behalf of ACCOUNTANTS as : 
RECEIVERS (Chancery), BANKRUPTCY TRUSTEES, LIQUIDATORS, &. 


T. Whittingham & Co. 


Account Book Manufacturers, Printers, 
Engravers, Die Sinkers, Export 
and General Stationers 


Account Books... 
High Class Printing 


General Stationery 


NN 


Registered Office and Works: 


50, Southwark Bridge Road, S. E. 
And at 35 Bucklersbury, Queen Victoria Street, E.C.4 
Telephone: HOP 5847-5848 


Important to Accountants 


IMMEDIATE Security for 
TRUSTEES IN BANKRUPTCY, 
RECEIVERSHIPS 


and 
CONTROLLERSHIPS 
is granted by the 


BRITISH LAW 


INSURANCE COMPANY LTD. 


Whose Fidelity Bonds are accepted by 
all Departments of H.M. Government 


Head Office : 
31 & 32, KING ST., CHEAPSIDE, LONDON, E.C. 2 


Telephone—METROPOLITAN 9851 (5 lines). 
Telegrams —" BRITLAW, CENT, LONDON.” 


Quotations for other classes of Insurance 
promptly submitted upon application. 
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READY IN OCTOBER 


REGISTERED 


ACCOUNTANTS’ and 
AUDITORS’ DIARY 


——— 


Published in the following Editions : 
K B Two days to a page, Stiff Boards - - - += + G/= 


KC ” ” ” Brown Cloth * — — 8/- 
1 ie Interleaved with Blotting, Stiff Boards 7/6 
SS eee - Interleaved with Blotting, Brown Cloth / 


— . - le kf he 
McC „ * eo Brown Cloth - - - - - 11/- 
| Se — Interleaved with Blotting, Stiff Boards 10 / 
68 * Interleaved with Blotting, Brown Cloth 12/6 


ALL Editions are Foolscap Folio and 
contain full and complete Editorial Matter. 


E Diary part contains columns for Time of Appointment, Name 

of Client or Estate., How Occupied,’’ Posting Folio“ and Number of 
Hours,“ thus forming a most valuable Record for Principals and Clerks; also 
a useful and complete Monthly Summary of Time, embracing ° Name of Client 
or Estate, column for each Month. and also columns for Folio. Total 
Hours, Number of Days,“ Rate per Day and Charges. 


The Cloth Editions contain an additional four sheets of the 
“ Time Summary.” 


Edited by an Eminent City of London Accountant. 


Contains Valuable and Complete Information for the above Professions. 


The provisions of the Finance Acts up to and including 1933, relating to 
Income Tax and Sur Tax, together with the provisions as to Personal 
and Life Assurance Allowances, etc., are fully dealt with in all Editions. 


Information is also given as to relief from Double Taxation, Sales 
and Purchases cum dividend, Transitional Relief, and other matters. 


(. To avoid the trouble and expense of Book-keeping and rendering Accounts, Postal Orders 
or Cheque with Order will much oblige. The same will be acknowledged per return. 


T. WHITTINGHAM & CO., LTD. 


Accountants’ Stationers ck Printers, 
2 Registered Office: 50, SOUTHWARK BRIDGE ROAD, S. E. 1 


And at 35, BUCKLERSBURY, LONDON, E. c. . 
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ADVERTISEMENTS. 


3,000 MEDALS and PRIZES 


have been secured at recent Public Examinations 
by Candidates who have used 


THE STUDENT'S 


COMPLETE COMMERCIAL 


BOOK-KEEPIN 


y PAGES 
ACCOUNTING BANKING 


By ARTHUR FIELDHOUSE, Accountant, 
66, Trinity Street, Huddersfield, Yorks, 


who will forward Index, 2,000 References, 
— pest cand oddpenned to Bom ay, — 
NEW EDITION — FORTY-THIRD 111 


1,000 pp. 40 EXERCISES. KEY ready. 
Price 7/6; Post Free . 1,200,000 Copies Sold. 


It is the only RELIABLE, COMPLETE and UP-TO-DATE GUIDE 
to all EXAMINATIONS, and includes 1932 EXAM. PAPERS 


PUBLISHED BY 


FIELDHOUSE, P. O. Box A27, Huddersfield 
Of all Booksellers and GEE & CO., 41 Moorgate, E. C. 2 


MEETINGS 


D 


HE Council of the Society 

of Incorporated Account- 
ants and Auditors is prepared 
to let the Great Hall and Com- 
mittee Rooms at Incorpor- 
ated Accountants’ Hall for 
Meetings, Arbitrations, &c. 


G 


Terms are given on page ii, and 
further particulars may be had 
on application to the Secretary 


Jordans 
Company 
Service 


The accumulated experience 
of nearly Seventy years of 


Company Registration is at 
the service of the Profession. 


— 
ducted with expedition. 


Books and Forms 


Jordans’ Books on Com 
Law and Practice are authori- 
tative and cover the whole 
field of the subject. 


Voluntary Liquidation 


All the London business in 
either a Members’ or a Credi- 
tors’ Voluntary Winding Up 
conducted for Liquidators. 


Write or Phone 


Jordan &Sons, Limited 


Company Registration Agents 
Law Publishers 
116 to 118 CHANCERY LANE 
W.C.2 


and 13 BROAD ST. PLACE, E.C.2 
Phone Holborn 0434. 
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She Hnancial Sime 


To every Accountant and Company Secretary, The Financial Times is a daily necessity. 


Head, B.A., the well known authority on Company Law, contributes a special 
article cach week’ doveted to Secretarial matters. “ Tan Ctape bas — 
— tl 


The Financial Times deals anc fully, with all the varying 
aspects of — oe oye yy 2 2 2 nance, and, in addition, contains 
eee XIX Directors of Companies and the 


FF The Pinsnstel Vines hes enti Gay be providing financial 
information in all its various phases, and to-day a journal of international repute. 
From its pages the investing public obtain 223 — iss specialised opinion, 
with an array of financial and figures “umpocsible to procure. — 


The Financial. Jimes 


Head Office: 72, COLEMAN STREET, E.C.2. 


LARGEST CIRCULATION OF 
ANY i tan” ie JOURNAL 
THE EMPIRE. 


— 


GUARANTEED TUITION FOR THE SOCIETY’S EXAMINATIONS 
is provided by 


PITMAN’S CORRESPONDENCE COLLEGE. 


ressi appreciation 
the care and interest taken — — 


102 — 


be paid for by 
instalments or 
REDUCTION 
IN FEES 


for 
ENROLMENT 
by 


Oct. 10°" 


SEND TO-DAY 
FOR 
PROSPECTUS. 


“THE FACT THAT I PASSED BOTH THE 
INTERMEDIATE AND FINAL AT THE FIRST 
ATTEMPT SPEAKS WELL FOR YOUR TUITION 
METHODS.” 


I shall not hesitate to recommend the College to 
friends, since I am sure that 38 
through the Courses can be sure of a pass. Once again 

you for your very personal interest in my preparation 


235 SOUTHAMPTON ROW, LONDON, W.C.1 


borrowed from 
the College 
Library. 

Special 


Pre-Examination 
Work. 


Guarantee of 
Tuition until 


successful. 


PRINCIPAL: 


ROBT. W. HOLLAND 
o. B. k., M. A., M.Se., LL.D. 


x ADVERTISEMENTS. 
T000VV—PK7ꝗꝓ4Z—60—ß T. — —[—I' . & 
„——V— ( —— 
m — 
— —— 
| | 
™= pITMANS = 
pe —— 
— ——— (ee 
| 


ADVERTISEMENTS. xxi 


“The Recognised Organ of the Legal Profession.” 


The 
Solicitors’ Journal 


(Established 1857) (Published Weekly) 


The aim of The Solicitors’ Journal” is to 
keep its readers informed of changes in the 
Law, whether as the result of recent decisions, 
new legislation, or new rules; to provide a 
summary of the legal news and events of the 
week, and to discuss in well-informed articles 
matters of legal interest to Lawyers, Account- 
ants, Bankers, Surveyors, Auctioneers, and 
those engaged in the Insurance World. 

Practical Notes on Company Law and Practice 
are included each week and will be found very 


useful by Accountants, Company Secretaries, & c. 


Specimen Copy free from: 
The Manager, “The Solicitors’ Journal,” 
29, BREAMS BUILDINGS, LONDON, E.C.4. 


oll ESTABLISHED U2 he 


COURT BONDS 


on behalf of 

Trustees IN BANKRUPTCY 
and under Deeps or ARRANGEMENT, 
LiquipaTors and SpeciaL MANAGERS, 


vers IN CHANCERY, K1NnG’s BENCH and 
MANAGEMENT and ADMINISTRATION DEPARTMENT, 
ADMINISTRATORS, 


ComMERCIAL Fipetity GUARANTEES, 
Customs and Excise Bonns, 
SpectaL INDEMNITIES in connection with 
MIssING CIARIES, 

Lost Documents, and Derects i TITLez, 
Apply to the 


PHCENIX 


Assurance Company, Limited. 


Head Office: 
PHENIX HOUSE, KING WILLIAM Sr., LONDON, EC. 


JUST PUBLISHED 


heavy type. This 
desired subject.”—The Secretary. 


COMPANY LAW in a Nutshell 


By J. A. BALFOUR, Barrister-at-Law 


3s. 10d. net, post free 
“ The information given on each point is very condensed, but should serve as 
a sufficient reminder for quick revision of essential points. 
under broad main heads, and the headings of the paragraphs are set out in 
ent enables quick reference to be made to any 


It is classified 


and Remainder-man. 


CAPITAL AND INCOME 


By W. H. GOVER, Barrister-at-Law 
Third Edition. 13s. 3d. net, post free 
A Concise Treatise on the Law of Capital and Income as between Life-Tenant 


The text has been thoroughly revised and some 200 cases have been added 


Rents and Profits—Timber and Minerals—Proceeds of Sale—Outgoings—Im vements— Renewal and Enfran- 
chisement—Costs osses wary Personalty 


and Expenses—Incumbr 


SWEET & MAXWELL, LIMITED, 3, CHANCERY LANE, W.C.2 
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ADVERTISEMENTS. 


H. F. L. (Pusuisuers) LTD. 


SPECIAL ANNOUNCEMENT 


EXECUTORSHIP LAW & ACCOUNTS 


th Edition by RANKING, SPICER and PEGLER 
Edited by H. A. R. J. WILSON, F.C. A., F. S. A. A. 


The eleventh edition of this well known manual of accountants 
and accountancy students has just been published, and has 
been completely revised and considerably enlarged. Its outlook 
is severely practical and it covers the whole range of 
executorship law and accounts. 


Price 15s. Post Free, U.K., 15s. 9d. 


We shall be pleased to supply any Publications required, whatever the subject may be. 


Complete List of ACCOUNTANCY and Law PuBLICcaTions free: 


19, FENCHURCH STREET, LONDON, E. C. 3. h ition 


EXTRACT FROM A LETTER RECENTLY 
RECEIVED BY US FROM THE MANAGING 
woo OF AN 'MPORTANT ISSUING 


. AT LEAST A DOZEN COPIES IN 
OFFICE EACH WEEK” 


FURTHER COMMENT IS FUTILE 
THE BUSINESS MAN MUST READ 


. 


MAY WE SEND YOU A SPECIMEN COPY FREE AND POST FREE? 


Address your request to 
INVESTORS’ CHRONICLE, LTD., 
20, BISHOPSGATE, E.C.2. 


Largest net sales of any weekly Financial Newspaper. 
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E. IRVINE HALLAS, A. C. A., 
1, IVEGATE, BRADFORD. 


Institute and Society 
MAY 1933 Results 


n “VERISIMPUL “ 
TSM. ANALYSIS CASH BOOK 
r e susstizere’ YOR UNTIDY 45D 
INCOMPLETE RECORDS 


Send for specimen ruling and particulars to 


“VERISIMPUL”’ — Beek Go., Ltd., —2 6 — 
place, Kingston-on-Thames. Special discoum to Accountants. 


Send to FOYLES 
FOR BOOKS! 


119-125, Sande cross RD., LO LONDON, W.C.2 
Telephone—Gerrard 5660 (Seven lines) 


BALANCE SHEETS jeu! 


their best appearance when they are typewritten. } 


STAR TYPEWRITING OFFICE} 
65-66 BASINGHALL STREET, E.C.2 { 
Telephone : METropolitan 8481 ö 


for Disposal are requested to communicate wi 

the undermentioned, who are prepared to Purchase 
for Cash or submit Tenders.—Modern Machine Tools 
Limited, Butts Works, Coventry. Telephone 2182-33. 


R “tor Dispo AND LIQUIDATORS having 2 


CCOUNTANTS desirous of arranging a Partnership 

A or the sale or purchase of a practice should write 

Gordon Ford & Co., 10, Norfolk Street, London, 
W.C.2 (Temple Bs Bar 6177). 


NCORPORATED ACCOUNTANT (37) with small 
London practice yielding gross fees approximately 
£300 per annum, desires to te with London 

firm. Capital available, £500.—Box 11, c/o Incorporated 
Accountants’ Journal, Incorporated Accountants Hall, 
Victoria Embankment, London, W. C. 2. 


Before You Make Your 


Coaching Arrangements 


inquire about the service 
of the 


INTERNATIONAL 
CORRESPONDENCE 
SCHOOLS 


That is a reasonable step to take, for the 
I. C. S. are the greatest and largest institution 
in the world teaching by the postal method, 
and have more than 40 years unequalled 
experience to guide them. 

I. C. S. Coaching Courses for the S. A. A. 
Examination are in every way qualified to 
ensure your success. as you will realise on 
inquiry. 

Write to-day for full 1 and, if 
you wish, our expert 


Society of Incorporated Accountants 
and Auditors. 


APPOINTMENTS DEPARTMENT. 


EMBERS of the Society of Incorporated Accountants 
desiring appointments may register their names with the 
Society s Appointments Department. They will then be advised 
of any vacancies which may come to the notice of the Secretary. 


The Secretary will also be glad to receive early information of 
any vacancies which may come before members of the Society. 


No fees whatever are charged either to those who register 
their names with the Appointments Department or to those 
who desire applications from Incorporated Accountants. 


Communications should be sent to The Secretary, Society 
of Incorporated Accountants and Auditors (Appointmerits 
Department), Incorporated Accountants’ Hall, Victoria Embank- 
ment, London, W.C.2. 
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Accuracy, Economy and Greater speed — a 
mea ee 
* INVESTIGATE the possibilities 
of these machines 1 
your Clients 1 


on office . . NO 


figures faster than they can be written . prints 
an automatically. correct total. so. simple thats 
all members of the staff can use it without special) 

training. portable . . . as necessary as a 'type-) 
ie d ort writer in every office and costs little more 


Sales Ledgers and Statements hundreds of thousands in use. — 
Purchase Ledger K HN ‘ 
Invoicing % 0) Burroughs Electric Calculator uncanny in 
Cash Receipts its speed and unfailing in its accuracy . . . fasteme 
Cheque Writing a known method of adding and calculating withouts 
Stores Ledgers * printed record . . takes up very small space o de 
Wages and Costs Accountin saves considerable time, eliminates errors a 
eo sort has strain . . very widely used. ; 
Dividends 5 
General Ledger, etc. etc. _. (3) Burroughs Typewriter Accounting Nach 
This machine p res many forms an entirely new model . does the whole of taal 
containing similar information work ... an adding -subtractiag machine, an auto 
simultaneously. matic book-keeping machine and a typewriter com- 
bined . . . similar model purchased in large 


quantities by British Banks and Business Houses 
There are many other models—with and te 
out typewritten description-in the Burroughs tong 


line of machines for every accounting’ alta 


Burroughs | 


~ BURROUGHS ADDING MACHINE LIMITED 

Chesham House, 136 Regent Street, London, WA 
Telephone Regent 7061 (Private Branch Exchange)) 
Branches in all principal eities 


i * : 


Publisbed on bebalf of Tne Soctrty or — „ Auprrons by ALEXANDER Aburrr * Secretary, at 
ee e Hall, Victoria Embankment, ‘eaten, C.2, and Printed by T. Wutrrinocnam Co. Lune, 
50, Southwark * Bridge Road London, S.E.1.—September, 1933. 
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